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i Moscow ‘adjusted 
i figures’ to improve 
economic forecast 

Russian statisticians manipulated figures to 
give the impression that the economy was grow- 
ing. a group of influential independent econo- 
mists says. Kremlin statisticians boosted their 
estimate of the size of the hidden economy far 
this year, but left the 1996 figures, which they 
were using as a basis for comparison, 

. 'unchanged. They should have »»>«■ up with a 
.'decline of about 6 per cent in GDP in January, 

. - . the economists say, instead of the much trum- 
peted slight increase. Page 14 

tonal soaks US mcKfiatiom Israelis 

- looking to -the US to save the Middle East peace 

_ process from collapse after Israeli troops and 
.' Palestinians clashed for a third day in the 
." West Bank towns of Bethlehem and Hebron. 

- Page 14 

Sum and Lyonnaise poised for merger: 

Shares in Suez and Lyonnaise des Ranx fluctu- 
. sted on signs that the two French groups were 
dose to deciding on a merger which would cre- 
ate a company primarily utilities services to 
governments around the world. Page 15 

- NT seeks cut in EU butter duties: New 

Zealand asked the World Trade Organisation to 
overturn high European Union duties on butter 
;; which spreads when cold. The EU the 
: product’s manufacturing process does not con- 
.vat cream directly into butter. Page 14 

CVnten set for budget concessions: us 

president Bill Clinton is prepared to drop some 
of his plans for tax cots in an effort to reach 

- agreement with the Republican-controlled Con- 
gress to balance the federal budget. Page 6 

Lehman ahead In buoyant market: Wall 
Street's rising quarterly earnings continued into 
1997. according to results from US investment 
•' bank Lehman Brothers, but the possibility of a 
TJS interest rate increase has damped predic- 
tions for the rest of the year. Page 15 

IQrch seeks $590m loan: German media 
company KirohGroup confirmed that It was 

- negotiating with banks over a large-scale loan, 

• believed to be in the region of DftGbn (5590m). 
Page 15; Observer, Page 13; Lex, Page 14 

Cafl for reform of EU aid funds: The 

: European Union’s structural funds, which are 
used to aid poorer areas, should be simplified, 
and member states given a bigger role in imple- 
menting them, social affairs commissioner Pad- 
■. reig Flynn said. Page 2 

: Mrax retoms to politics: Ex-Venezuelan 
president Carlos Andrfe Pferez, who survived 
■ /two coup attempts: but was impeached in 1993, 

' returned to Venezuela's political arena as head 
of a movement he claims is seeking to rescue a 
discredited political system. Page 6 

Bro-X dafonds dm of gold deposit: 

Canadian exploration company Bre-X Minerals 
rejected doubts about the size of what it claims 
to be the world's largest gold deposit and said it 
bad "absolute confidence’’ in the assay results 
from the Indonesian site. Page 15 

Mexico seeks move power s t a tio ns: 

Mexico is to grant four concessions to build and 
lease power stations and will sell minority 
stakes in its petrochemical industry. Page 4 

Kg Russian companies criticised: 

Russia's 100 biggest companies have "extremely 
serious problems of corporate governance” and 
many have flouted shareholders’ rights, a study 
shows. Page 2 

Thrall to ravfim UK wagon building: US 

rail wagon maker Thrall Car Manufacturing 
Company plans to revive wagon building in the 
UK by opening a works to make 2,500 wagons 
oyer five years. Page 10 

Thais forced to save: A compulsory savings 
scheme for government and private-sector 
employees will begin to prop up Thailand’s bat- 
tered financial markets this week. Page 8 

Spain lifts Lorn* block from S Africa: 

Spain, lifted its talock on South Africa's -partial 

- membership of the Lome Convention, which 
bate the European Union with African, Carib- 
bean and Pacific countries. Page 4 

VML raises $448m: Vldesh Sanchar 
: Jflgam, India’s sole provider of international 

• telecommunications, raised an initial $448m in 
the country's largest international equity issue. 

: Page 15 


r fTxom: the FT web site provides online news, 
/-comment analysis at http : //www*FT .com 


Companies are to press ahead with talks on joint steel company 

Krupp drops bid for Thyssen 
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By Peter Norman In Bonn 

Krupp Hoesch. the German 
steel and engineering group, 
last night unexpectedly 
dropped its bid for its larger 
rival Thyssen and agreed 
instead to press ahead with 
talks to form a Joint steel com- 
pany. 

In a statement, signed by the 
two companies’ chief execu- 
tives and Mr Wolfgang Clem- 
ent, the economics minister of 
North Rhine. Westphalia, 
Krupp pledged not to make 
any future bid for Thyssen. 

The two companies, which 
have overlapping interests in 
distribution and auto parts 
manufacture as well as a joint 
stainless steel subsidiary, said 
they would study the possibil- 
ity of co-operation in areas 
other than steeL 

In the meantime, they said 
the talks on merging their car- 
bon steel interests were "prog- 
ressing well” and that the 
planned joint company would 
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enhance Ge rman y’s viability 
as a base for steelmaking. 

The future joint steel com- 
pany will provide Mr Gerhard 
Gramme, Krupp's chief execu- 
tive, with about 75 per cent of 
the synergies worth an esti- 
mated DMlbn (8590m) a year 
he hoped to realise by the full 
bid far Thyssen. But Mr Dieter 
Vogel, Thyssen chief execu- 
tive, has said his company will 
be the dominant partner 
because it is the larger. 
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The two-paragraph state- 
ment marked the end of a 
highly unusual and dramatic 
offer which valued Thyssen at 
DM13. 6bn and caused wide- 
spread concern that 
AngkvSaxon style hostile bids 
might become part of the Ger- 
man firiartrial scene. 

The news last week that 
Krupp would bid DM435 in 
cash for each Thyssen share - 
and that the offer was to be 
financed by borrowing - 


‘War games’ rumours 
hit Taiwan shares 

Chinese exercises may cloud Gore visit 


By Laura Tyson in Taipei 
and Tony Walker in BeQinfl 

Taiwanese share prices fell 3J> 
per cent yesterday after media 
reports that China would hold 
military exercises near the 
island, possibly to protest 
against the visit by the Dalai 
Lama, Tibet's exiled spiritual 
leader. 

The reports threatened to 
overshadow the visit to Beijing 
of Mr A1 Gore, the US 
vice-president, who arrived 
last night on a mission to 
strengthen Sfno-US relations. 

Mr Gore’s visit, the highest 
level US mission to Beijing 
since the Tiananmen Square 
massacre of 1989, is aimed at 
preparing the ground for a 
summit meeting between Pres- 
idents Bin Clinton and Jiang 
Zemin, scheduled for this year. 

It takes place amid allega- 
tions that China sought to 
influence US policy by making 
donations to the Democratic 
party for the presidential elec- 
tion. China has denied the alle- 
gations and accused Taiwan of 
spreading rumours. 

In an unconfirmed report. 
The United Daily News of 
Taiwan quoted military intelli- 
gence sources as saying China 
planned manoeuvres in coastal 


Fujian, Guangdong and Zhe- 
jiang provinces in April 

The report brought echoes of 
the loss of confidence wrought 
by last year’s missile tests in 
the Taiwan Strait but Fujian 
government officials said they 
were unaware of any plans. 

China periodically holds 
“war games” on its southern 
coast adjacent to Taiwan to 
remind toe Taiwanese of the 
risks of defying mainland 
reunification calls. China 
regards Taiwan as a renegade 
province and has not ruled out 

World stocks Page 34 


force to secure its return. 

The Dalai Lama, an his first 
visit to Taiwan, sought to allay 
Beijing’s suspicions that he 
was making common cause 
with the Taiwanese leadership 
against Ghinfl 

“I always consider that a 
close understanding between 
Tibet and the Chinese is 
extremely important,” the 
Dalai Lama said. “This visit 
can be very helpful to remove 
the reefing of distance between 
one another.” 

Mr Gore said in Tokyo on 
his way to Beijing he would 
raise the political funding 


issue with China “in an appro- 
priate way and fax the proper 
context”, but added “this is 
not what this trip is about”. 

People’s Daily, the Commu- 
nist party newspaper, said: 
“The Chinese government is 
not involved in the so-called 
political contributions' scandal 
in the slightest way and is 
e ntirel y free of guilt" 

William Dawkins in Tokyo 
adds: Mr Gore completed the 
first stage of his three-nation 
Asian tour yesterday by swear- 
ing continued support for the 
US-Japan security alliance. 

Rnrimg his two-day visit to 
Japan, Mr Gore, said; “This 
would be the very worst time 
to have some reduction in the 
level of American forces here.” 
The continuing presence of 
100,000 US troops in south-east 
Asia - of which nearly half are 
In Japan - was essentia] for 
regional security, he said. 

His remark gives moral sup- 
port to toe Tokyo government 
as it begins difficult negotia- 
tions with local authorities In 
Okinawa, the southern Japa- 
nese island, to renew leases for 
the largest US base in south- 
east Asia. The leases are due 
to expire in mid-May. There is 
strong local opposition to 
renewal 


Australian Senate overturns 
voluntary euthanasia law 


By Nikki Tait Bn Sydney 

The world's first legislation to 
give explicit permission for 
voluntary euthanasia in Aus- 
tralia’s sparsely populated 
Northern Territory was over- 
turned narrowly yesterday. 

Hie Australian Senate, the 
federal parliament’s upper 
house, voted 38 to 33 to reverse 
the law, which came into force 
last year. The decision came 
after almost a week of debate, 
at the end of which senators 
had a “conscience” vote - with 
no requirement to vote along 
party lines. 

Euthanasia is possible under 
the legal systems of some 
countries, but the Northern 
Territory bill - passed in 1995 
- was the first to allow 
assisted suicide, and set out 
circumstances in which it 
could be carried out 

To qualify, patients must be 
in pain, over 18, be of sound 
mind and certified as termi- 
nally ill and beyond medical 
help by two doctors, each with 


five years' medical experience 
and one with a diploma in psy- 
chiatry. Four terminally ill 
people have used toe law to 
end their lives. 

The final debate took place 
before a packed gallery, which 
included Dr Philip Nltschke, 
who has had a leading role in 
pioneering the euthanasia law, 
and Ms Margaret Tighe, head 
of the Right to Life organisa- 
tion. Supporters of both sides 
kept vigil outride Canberra’s 
Parliament House. 

Inside, Senator Jocelyn New- 
man - who is minister for 
social security - came dose to 
tears when she recalled her 
personal battle against cancer. 

Dr Nltschke asked that the 
bill not be signed into law by 
Australia's governor-general 
until two further .patients who 
have met the law’s require- 
ments have died, but an 
amendment to that effect was 
voted down. 

The issue has called into 
question whether the federal 
government should override 
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territory laws in “non-critical” 
circumstances. Australia’s two 
territories have smaller popu- 
lations and lesser powers than 
the states, whose laws cannot 
be superseded by toe federal 
parliament. 

Mr Shane Stone, the North- 
ern Territory’s chief minister, 
has argued that federal powers 
to set aside territory laws are 
only expected to be used In 
times of “cMI unrest, blood- 
shed, almost civil war”. 

The private member’s bib to 
overturn the territory’s 
assisted suicide law has 
already passed through toe 
House of Representatives, fed- 
eral parliament’s lower house, 
by a much larger majority. 

However, opinion polls con- 
sistently indicate that about 75 
pear cent of Australians favour 
giving terminally-ill patients 
the light to end their lives. . 

Public opinion is expected to 
lead to pressure on one of the 
states - possibly Victoria - to 
enact a law similar to the 
Northern Territory’s. 
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caused outrage among politi- 
cians from both left and right 

It also triggered widespread 
condemnation of the banks 
supporting Krupp and brought 
workers from both companies 
on to toe streets protesting 
against possible job losses. 

Although the Krupp bid was 
put on ice until next Thursday 
after the North Rhine West- 
phalian government persuaded 
toe two companies to discuss 
merging their steel interests, 
the anger persisted. 

About 1,000 steelworkers 
demonstrated outside the 
Deutsche Bank in DUsseldarf 
yesterday and more than 
30,000 Thyssen workers are 
expected to demonstrate in 
Frankfurt today at the head- 
quarters of Deutsche Bank, 
which advised Krupp along- 
side Dresdner Bank and Gold- 
man Sachs of the US. 

The speed of last night’s 
announcement came as a sur- 
prise because Krupp had set 
toe Thursday deadline to 


establish whether a joint steel 
company would be feasible. 
Moreover, shortly before the 
breakthrough. Thyssen had 
issued a strongly-worded state- 
ment appearing to mark the 
start of its defence against the 
planned hostile bid. 

It claimed the bid would 
result in a company with a 
“very risky" financial struc- 
ture, with an equity capital of 
only DM3bn and liabilities or 
DM48bn. 

Backers of the Krupp bid 
yesterday dismissed sugges- 
tions that doubts among Ger- 
many’s conservative banking 
community bad prompted 
Krupp to abandon the bid. 

They added that Mr 
Cromme's move had done 
more to produce a rationalisa- 
tion of toe two groups' inter- 
ests in two weeks than talks 
over the past two decades. 

Editorial Comment. Page 13; 
Lex, Page 14; Steelworkers 

tarn heat on banks. Page 16 



Vice-President Gore in a US flight jacket speaks to service men 
and their families at Yokota air base west of Tokyo Reare Annsr 


S Korea 
reopens 
probe into 
Hanbo 
scandal 

By Jack Burton in Seoul 


South Korean prosecutors 
bave reopened an investiga- 
tion into the Hanbo loan scan- 
dal that threatens to under- 
mine further the government 
of President Kim Young-sam 
and exacerbate the nation's 
economic woes. 

At the centre of toe investi- 
gation are fresh allegations 
that toe president's son. Mr 
Kim Hyun-chul. received 
5225m in rebates on toe pur- 
chase of equipment supplied 
by a German company for 
Hanbo’s giant steel mill. 

The Hanbo group collapsed 
in January under debts of 
nearly 56 bn associated with 
the construction of toe world's 
sixth largest steel milL Ten 
senior government officials 
and businessmen have gone 
on trial for allegedly pressing 
banks to lend to Hanbo in 
return for kickbacks. 

Prosecutors this week are 
expected to question execu- 
tives from Hanbo's main credi- 
tor banks and senior govern- 
ment officials about their 
involvement in arranging 
loans for the failed steel group 
without securing sufficient 
collateral. 

There are also worries that 
renewed investigation of toe 
banks will cause them to 
reduce lending and create a 
credit squeeze, while harming 
their ability to borrow over- 
seas at competitive rates. 

The recent collapse of toe 
Hanbo and Sammi steel 
groups has led to toe down- 
grading of credit ratings far 
several Korean banks, raising 
toe cost of foreign borrowing. 

The central bank yesterday 
provided $Ubn In low-interest 
emergency funds to seven 
banks that have had difficulty 
in borrowing overseas. Bank 
presidents rejected sugges- 
tions that some large banks 
were in danger of collapse. 

The prosecutors’ renewed 
probe of Hanbo comes after 
widespread criticism that an 
initial investigation was hasty 
and inadequate - the chief 
prosecutor in the case was 
sacked on Friday. There 

Continued on Page 14 
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Flynn 
calls for 
reform of 
EU funds 


German bid to end Turkey rift 


By John Barham In Ankara 


By Neil Buddsy In Brussels 


The European Union's 
structural funds, which 
direct aid to poorer areas, 
should be radically simpli- 
fied, and member states 
given a bigger role in imple- 
menting them, according to 
Mr Padraig Flynn, social 

affaire commissioner. 

He told the Centre for 
European Policy Studies yes- 
terday that the Ecu38bn 
($44bn) annual funds were 
over-complex, inefficient and 
spread across too many EU 
objectives and initiatives. 

His comments are one of 
the early shots in what may 
be a long and controversial 
debate over reform of the 
funds due to be completed 
by 1999. 

They were seen partly as a 
defence of the European 
Social Fund, which supports 
worker training and for J 
which. Mr Flynn is directly ! 
responsible. But aides to Mrs 
M onika Wulf-Mathies. com- 
missioner with overall 
responsibility for structural 
funds, said the broad thrust 
of his remarks accorded with, 
her views on reform. 

Mrs Wulf-Mathies has said 
the funds should be targeted 
more rigorously, to a smaller 
proportion of the EU popula- 
tion. She is preparing a 
paper on regional aid to be 
presented in July. 

“The existence of four 
funds, seven objectives, 14 
[EU] initiatives and a multi- 
plicity of operational pro- 
grammes does create 

undue complexity and 
absorbs a disproportionate 
amount of administrative 
effort,” Mr Flynn said. 

He rejected the idea of 
amalgamating the funds, 
which comprise the social 
fund and European regional 
development fund, together 
with agricultural and fish- 
eries schemes. Instead, the 
seven objectives supported 
by the funds, which include 
aiding underdeveloped 
regions, combating long- 
term unemployment and 
helping workers adapt to 
technological change, should 
be simplified into two: 

• economic and social 
development of poorer or 
industrially declining 
regions, and 

• EU-wide development of 
human resources, including 
training and education 

• At the same time, the long 
and complex list of EU initia- 
tives supported by the funds 
should be reduced to per- 
haps three priority themes. 

He also suggested that the 
Commission should agree an 
overall policy framework 
with each EU state, and then 
give member states more 
flexibility in the choice and 
implementation of pro- 
grammes. 


Mr Klaus Kinkel Germany’s 
foreign minister, arrives this 
evening in Turkey for a diffi- 
cult two-day visit during 
which he will try to patch up 
a rift In the two countries' 
special relationship. 

Three weeks ago, Turkey 
received an unequivocal 
rejection of its long-standing 
attempt to Join the European 
Union from a meeting of 
Christian Democrat leaders 
attended by Chancellor Hel- 
mut KohL The Christian 
Democrats found Turkey 
"not acceptable” for mem- 
bership of a “European proj- 
ect". 

The rebuff shocked Turkey 
for its bluntness and because 


Germany, seen by many 
Turks as their best friend In 
Europe, participated in what 
the local media called a 
“Christian alliance against 
Turkey”. 

Turkey formed a customs 
union with the European 
Union last year and fall 
membership is a central pol- 
icy objective. The Turkish 
foreign ministry said “it 
would be a historical mis- 
take to build an iron curtain 
in the middle of Europe 
[based on] differences in civ- 
ilisation. Turkey has no 
shortcomings in this respect. 
On the contrary, it can be 
seen that its superiority [Is] 
overwhelming.” 

Subsequently, EU foreign 
ministers reassured Ankara 


its attempt to Join the union 
would be treated in the same 
way as other central and 
eastern European countries. 

Mr Kinkel emphasised that 
the Christian Democrats’ 
views wore not government 
policy. “Turkey belongs to 
Europe" and Bonn's views' 
-on Turkey's right to mem- 
bership had not changed, he 
declared. 

Mr Kinkel said in an inter- 
view with Focus magazine in 
Germany yesterday that 
Turkey was “still on the 
tracks towards Europe”. 
Accusations of racism 
thrown at Germany by Turk- 
ish media were unhelpful be 
added. 

Bui he warned that the 
country would not fulfil cri- 


teria for joining the Euro- 
pean Union in the “foresee- 
able” fixture, citing as rea- 
sons Turkey's record on 
human rights, unresolved 
Kurdish issues, and its pre- 
carious relations with 
Greece. 

Despite the awkward rela- 
tions between the two gov- 
ernments, Germany is the 
European country links fed 
they know best. Some 2m 
Tmks live in Germany, the 
country's biggest immigrant 
group. 

Yet there are occasional 
outbursts in the Turkish 
aligning German rac- 
ism, anti-Moslem prejudice 
and support for Kurdish 
exile groups accused of links 
to the Kurdistan Workers 


party (PKK), which is fight- 
toga guerrilla war in south- 
east Turkey. 

Germany has in the past 
suspended arms transfers to 
Turkey,- citing human rights 
violations in the battle 
against the PKK. 

Germany is the only coun- 
try in the EU with which 
Turkey normally runs a 
trade surplus. It is the first 
and so far only European 
country to Invite Mr Kecmet- 
tin Erbakan, Turkey's Islam* 
ist prime minister, for an 
official visit 

Mr Erbakan speaks fluent 
German and took a doctor at e 
at Aachen Technical Univer- 
sity. He even claims to have 
helped design tank engines 
for the German army. 


Italy braces itself for 
welfare system overhaul 

A married woman with Italian welfare spending: out of balance **&'>** sectors 

no more than 19 ■ : _ _ be brought into lin 

years work in the oeocnfrinp . - quickly. On the hea 


Move to 
free funds 
for south 


A married woman with 
no more than 19 
years work in the 
Italian public sector can 
retire on almost 80 per cent 
of final salary. A jobless 
married woman on the other 
band has a cces s to no unem- 
ployment benefit or family 
allowance. 

These anomalies are symp- 
tomatic of a welfare system 
long in need of overhaul. But 
the day of reckoning is fast 
approaching as Italy is 
obliged to put its public 
accounts in order to join the 
European single currency. 
Social security, health and 
pensions spending is the one 
area where significant struc- 
tural cuts oan be made. 

“Italy has missed out on 
the changes that have 
occurred over the years in 
much of Europe,” says Pro- 
fessor Paolo Onofri, eco- 
nomic adviser to the premier 
and author of a recent gov- 
ernment-commissioned 
report cm ways to change the 
Italian welfare state. 

“The current system is 
unable to adapt' it's full of 
anomalies and imbalances 
with areas of hyper-protec- 
tion and underprotection.” 

The report specifically 
addresses the compatibility 
of current expenditure with 
the need to bring the budget 
deficit down on a sustained 
basis to well below 3 per 
cent of GDP in line with the 
criteria of the Maastricht 
treaty. 

The report prefects health 
spending at current rates 
would increase over the next 
20 years by 0.5 percentage 
points of GDP, while pen- 
sions would grow by L5 per- 
centage points. It also 
assumes no government 
would wish to cover these 
increases by a farther rise in 
fiscal pressure. 

“Our report's conclusions 
are pretty obvious - that 
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without correction we will 
miss the target,” Prof Onofri 
says. But a senior govern- 
ment officials points out: 
“We need to state the obvi- 
ous in a sober document to 
sensitise public opinion 
about the sacrifices ahead.” 

In global trams Italy’s wel- 
fare state accounts for only 
23 per cent of GDP compared 
to an EU average of 25 per 
cent This allows Mr Sergio 
Cofferatii. leader of the 
CGIL, the largest of the 
three main trades onion con- 
federations, to assert with 
great vigour: “It is unaccept- 
able to reduce the level of 
welfare spending as our 
country has (me of the low- 
est levels in the EU." 

But as the Onofri report 
points oat, the structure is 
wholly un b alan ce d: 61.5 per 
cent of spending goes on 
pensions against an EU aver- 
age of 45-3 per cent In con- 
trast expenditure on unem- 
ployment benefit, maternity 
benefits, housing and family 
allowances amounts to only 
18.4 per cent compared with 
the EU norm of 313 per cent. 
Italy for instance has no 
unemployment benefit, 
merely a system of paying 
for people to be temporarily 
laid off or be given redun- 
dancy payments. 


The unions recognise 
these imbalances. But Mr 
Cofferati warns: “If we are 
talking of reform then we 
must look at the system as a 
whole and not just pensions. 
Society is changing: some 
groups are overprotected but 
others are excluded and need 
attention like ageing single 
people or firsttime job-seek- 
ers leaving schooL” 

Unions think efficiency 
savings can be made bat say 
these moneys should be redi- 
rected to other areas of gen- 
uine need. But Prof Onofri is 
adamant that health and 
pensions expenditure be neu- 
tralised and reduced while 
the rhy thm of social security 
spending is slowed. The gov- 
ernment must start by separ- 
ating in principle the fund- 
ing of social security 
(through taxes) and pensions 
(through contributions). The 
annual deficit of the pay-as- 
you-go state pensions 
scheme Is presently funded 
by the treasury. 

Adjustments to the pen- 
sions system will have most 
impact on the public 
accounts, and the report 
says the gradualist approach 
of the 1996 Dini government 
reforms must be accelerated. 

The anomalies must also 
he ironed out and the public 
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and private sector schemes 
be brought into line more 
quickly. On the health ser- 
vice, the report emphasises 
the need for efficient man- 
agement and greater 
accountability of the 
regional authorities in an 
environment of more indi- 
vidual choice both for public 
and private health. 

None of this is very new. 
The innovative aspect of the 
report lies In the recommen- 
dations on employment and 
family benefits. Prof Onofri 
believes the welfare system 
cannot be rihangprf without a 
simultaneous move to pro- 
mote a more flexible labour 
market with a better trained 
workforce. He argues Italy 
has to move from the pas- 
sive system of hand-outs for 
the jobless to emphasising 
active incentives to individu- 
als. 

Discussion of the report 
will start in earnest after 
Easter when the mini-budget 
is out of the way. The gov- 
ernment win then have to 
decide whether the shake-up 
of the welfare state begins 
this year car is incorporated 
into next year's budget 

To avoid delay and con- 
vince the EU of Italy's com- 
mitment to Emu. tiie trea- 
sury wants to bring 
introduction of the 1998 bud- 
get forward to tills summer. 

The toughest task will be 
to persuade the hardliners in 
Reconstructed Communism 
(RC) to bade the seemingly 
inevitable cuts In pensions. 

Until their position is dear 
the unions are unlikely to 
reveal their hand. But 
already 100.000 public sector 
employees (over 75,000 of 
them teachers) have applied 
for early retire me nt in the 
hope of beating immin ent 
reform of their generous 
pensions. 


Robert Graham 


Italy's centre-left govern- 
ment has set In motion the 
mechanisms to unblock 
more than LlO.OOObn ($6bn) 
in soft loans for depressed 
areas In the south as part of 
a series of measures to stim- 
ulate employment, writes 
Robot Graham In Rome. 

The release or the funds 
follows a cabinet meeting 
last Friday devoted Largely 
to approving a package to 
cut unemployment. An aver- 
age 12.2 per cent of the 
active population is out of 
work nationally. In the 
south it is more than double 
that figure. The need to 
accelerate moves to create 
jobs was underlined by a big 
union protest rally in Rome 
at the weekend. 

More than 150,000 people 
took part, among them Mr 
Massimo D'Alema, head of 
the Party of the Democratic 
Left, dominant partner in 
the government 

A sizeable part of the mea- 
sures is aimed at reviving 
the depressed construction 
industry. There is a sharp 
cut in bureaucratic proce- 
dures for building licences; 
a big easing of curbs on con- 
versious/restorations in his- 
toric city centres; plus spe- 
cific allocations of L400bn 
for southern airports, 
Ll.OOObn for school build- 
ings, some 14,0001m for the 
three main arterial road 
systems in the south, and 
Ll*200bn in loans for the 
enlargement of the Bologna- 
Florence motorway. 

The government has also 
agreed to extend the system 
of temporary lay-off pay- 
ments by a further three 

mnwttiR- 

The duration of “socially 
useful” public works 
employment will also be 
prolonged in the south. Fis- 
cal incentives will be avail- 
able for those setting up 
companies in the agro- 
industrial sector. 


Russians ride 
roughshod over 
shareholders 


By John Thomhffl 
in Moscow 


Russia’s 100 biggest 
companies have “‘extremely 
serious problems of corpo- 
rate governance” in spite of 
their ownership being widely 
dispersed since privatisation, 
according to a new study* 1 . 

It highlights how many 
companies have openly 
flouted shareholder rights by 
isKTring free shares to insid- 
ers and blocking the appoint- 
ment of outside directors. It 
criticises local stockbroking 
firms for talking up the 
stock market while ignoring 
these concerns. 

Based on a sample of 24, 
the study reports 17 per cast 
of companies illegally main- 
tain thigh- own shareholder 
register, while 44 per cent 
had bought back and resold 
their own shares to insiders 
rather than retiring them. 

Russia's poor corporate 
i governance regime has 
recently been highlighted by 
the straggle at Novolipetsk 
Metallurgical Kombinat, one 
of the country’s biggest steel 
producers. A group of out- 
side shareholders owning 40 
per cent of the stock has 
been prevented from nomin- 
ating directors to the board. 

Mr Joseph Blasi, professor 
at Rutgers University in the 
US, who conducted the proj- 
ect, says: “The Novolipetsk 
situation is the norm. ... Ev- 
ery one of the companies we 
studied is experiencing some 
kind of serious shareholder 
tension." 

The study attacks stock- 
brokers for foiling to explain 
to Investors the potential pit- 


falls of the Russian market, 
which has risen by 60 per 
cent since the beginning of 
the year and has been por- 
trayed as one of the world's 
most promising emerging 
markets. “Russia is not the 
kind of market where pas- 
sive portfolio investment is 
going to work well," Mr 
Blasi argues. “The liquidity- 
driven market will yield to 
people who are more inter- 
ested in the fundamentals." 

The study suggests that, 
contrary to popular percep- 
tion. ownership of Russia's 
biggest companies is widely 
dispersed among domestic 
and foreign shareholders. 

U nlike Russia’s small and j 
medium-sized companies, 
which are overwhelmingly , 
controlled by Inside manag- i 
era, the biggest companies 
tend to have several signifi- 
cant outside shareholders. 

Private Russian investors 
on average own 39.1 per cent 
of the top 100; foreign inves- 
tors 15.7 per cent The state 
retains a 20 per cent share- 
holding on average while 
managers and employees 
speak lor about 22 per cent 

The emergence of com- 
pany suppliers and custom- 
ers as significant sharehold- 
er - accounting for almost 
15 pcs: cant of share owner- 
ship - suggests some Rus- 
sian companies could 
develop along the lines of 
Japanese keiretsu. t 
•Research report stemming 
from “ Kremlin Capitalism .* 

Privatising the Russian Econ- 
omy", Joseph Blast, Maya 
Krmanova, Douglas Kruse. 
Cornell University Press. 
Ithaca. New York. 



Large-scale pravtntive slaughtering ofeovra 
foiled to prevent the first cast of BSE. or mad cow 
disease, and another case of swine few In the . -w. 
Netherlands. - 

The lana ministry said yesterday that all dost relatives 
: of the contaminated cow had been killed lithe weakens 
along with aU lib other otms at tl» form fa WUp, In U» 
east of the NetheriaodsL They will be examined to«« • - 
whether they too carried BSE. Tbs ministry abonported 
the 52nd case of swinefcver. which doe* not harm 
humans hoi tms spread rapidly in the southern province* 
Exports of live pigs and pig sperm have been banned . 

since last week. - 

With 4m cows and HL2m pigs, the Netherlands exports 
large quantities of meat products. Ptg and pork exports 
were worth FI 5-ita «2.7fan) last yean cows and beef 
accounted for 14 425m. Last year, neighbouring countries 
acctised the Netherlands of overreacting when It ordrared 
64,000 British calves destroyed following the spread of 
BSE in the UK. It has ordered the destruction of 30^)00 - 


Officials are focusing their current investigation ion 
possible contamination through tainted animal fodder, 
the main cause of contamination in Britain's BSE crisis. 
Imports of feed containing proce ss ed an i mal tomst have - 
been banned since 2990. but Dutch newspaper repor ts - 
suggest illicit deliveries from Switzerland may have been 
made. Sander Thames, Amsterdam 


Russian opposition wins polls 


Communists and nationalists swept to victory in three 
elections in Russia at the weekend. The results were a - 
sign of deep discontent in theprovincesapfl a worrying , 
message for the Kremlin. ' 

Mr Vasily Starodubtsev, one of the leaders of a 1991 
hardline coup against Mr Mikhail Gorbachev, won a 
gubernatorial contest comfortably In Tula, m heavfiy 
militarised region near Moscow. - - - 
Another Communist won a convincing victory in Amur, 
a depressed eastern region on the Chinese border* and Mr 
Dmitry Rogozin, an ally of ultra-nationalist Mr Alexander 
Lebed, was elected to parliament in a by-election in 
southern Russia. 

Communists bailed the results os a signal that the _ ' .. 
nation was ready to rebel against the government's tough 
economic policies, which have dragged the standard of 
living down to the level of the late 1970s. However, the 
Kremlin's response was muted, the RusaUmleaderahip 
being preoccupied with a cabinet reshuffle. • 

The liberal Yabioko faction told the FT yesterday It had 
rejected an appeal by Mr Boris Nemtsov, a first deputy 
prime minister, to join the cabinet team. However, a 
spokesman said the party would work closely with- . * 
him. chrysaa Freeland* Moscow 


Leutwiler assails gold fund 


The Swiss National Bank’s plan to revalue part of Us gold 
reserves to finance a SFrTbn (SMbn) foundation to help 
needy people has run into serious opposition. . 

Mr Fritz LeutwSer, a former head of the central lank, 
says the proposal is “badly thought out” and raises- . 
questions about the bank's independence- He is concerned 
that what has been regarded as one of the world's most 
independent central banks will came under pressure to 
use its goM reserves for other poetically motivated 
projects. 

Switzerland's three main political patties are united 
behind the bank’s plan to set up a well-endowed 
foundation to head off international criticism of the . 
country's role in helping finance the Nazi war effort. 

Mr Leutwiler, who made has comments to the German 
language service of the Associated Press, is one of the 
country's most influential bankers. He has played an 
important role behind the scenes in persuading the big 
three Swiss banks to finance the bulk of a SEWesm 
private sector fund for Holocaust victims. He is ' j 

understood to believe that this should have been enough | 
to satisfy Switzerland’s critics. - WRUam Hall, Zurich 


French bank strike called 


Fiance’s five banking unions yesterday called a one-day 
strike on April 4 in protest against the government's 
plans to change a 1937 regulation which restricts flexible 
working hours for the commercial banking sector. 

They believe that a draft circulated last week and due' 
to be approved by the cabinet in early April provides no 
concessions in exchange for a series of deregulations 
designed to extend working hours and create the 
possibility of bank brandies opening six days a week. 

The unions called the proposals “a provocation". They 
recently agreed to modifications to existing rules, but in 
e x c han ge for assurances of job creation and reduced ' 
working hours. - Andrew Jack, Paris 


Emu ‘cannot be delayed’ 


A senior official of the European Monetary Institute, the 
forerunner of the future European Central Bank, 
yesterday cast doubts on the legality of delaying the 
single currency. Speaking at a London conference, Mt . 
Erwin Nlerop, deputy legal counsel of the Emi. said “the 
legal answer is very dear. There is no possibility of 
postponement”. 

His views add weight to those of the European 
Commission, which also argues that the Maastricht treaty 
provides no legal backdoor for the starting date to be 
changed. 

The legal ramifications of a possible delay have given - 
rise to an intense argument Proponents say that the 
Maastricht treaty explicitly permits beads of government 
> to set a date other than 1999, as tong as this derision is 
taken before the end of this year. 

Wolfgang MQnchau, Economics Corre s pon de n t, London 
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NEWS: EUROPE 


Europe since the Rome Treaty - From Six to 15; from Economic Community to Union 



SSgntog.of the Ttoaty of (bane 


Ctiariee Oe Gaufia 


} ‘ ^® s7: Trem y° f . Bofne wtabtehlng the European 1963,67: French PreskJent be 
j 'EConon&Corrvnuntty. (EEC) and the European Gaufle vetoes British • • 

| Atomic Cbrnmuetty. Merobeta Belgliim.Franc®. ' membership . 

] ‘ Gemwny, Italy, Luxembourg, Nethertands • ' v. 


■. 15tl;-l«.‘6pp|ta« ft* memberahip. Oetmailc,.- 
‘ -Bxiterid and ftorwairateoappiy 


. 196 & Oft Gaulle boycotts EEC 
.meetings with an ‘empty chair 1 J 
POfey 


Ethvmd Heath 1 

.UKprimemtnster 

197£ Signing erf the Accession 
Treaty forUK, Denmark, Ireland, 
Nbruny (which rejects It In a 
refarendun.the same year) . . 


mt 1 , 


The European Parfiament 

in Strasbourg 

1979: First dkect elections to the 
European Par fa ne m. Launch of 
Europewi Monetary System 
Unking currencies 

1961: Greece joins officially 



Foflpe Gonzdtez 
Spanish prime minister 

1986s Spain and Portugal join 
officially. Single European Act 
signed to set up the singtei 
market and streamline 
decision-making 



Jacques Detars 
Commission president, 1985-95 

1991: Maastricht Treaty on 
European Union and economic 
and mone t ar y union agreed 

1993: Single European Market 
established 


Jacques Santer 
Current Commission president 
1995: Austria. Finland and 
Sweden become members 

1996: Inter •governmental 
Conference to review the 
Maastricht Treaty and prepare 
for further enlargement 


The euro note 

1999: European 
union? 


monetary 


Forty and fatter but it’s still worth celebrating 


T he European Union turns 
40 today, an occasion for 
celebration tinged with 
introspection and self-doubt 
Once described as a supermar- 
ket built on a graveyard, the EU 
has achieved peace and prosper- 
ity in western Europe on a scale 
■ which would impress the foun- 
ding tethers who gathered on 
March 35 1957 to sign, the Treaty 
of Rome. 

• A customs union, a common 
external tariff, the European 
Monetary System, an internal 
market of 370m consumers, and 
an expansion in membership 
horn the original six to 
the present 15: these are among 
the successes of the past 
40 years- 

Today, the EU is still a club 


seen as worth joining. 

Ten former communist coun- 
tries from central and eastern 
Europe, Cyprus. Turkey, even 
Russia, as President Boris Yeltsin 
announced last weekend, are 
queuing up to join the 
Union. 

Yet the EU risks becoming a 
victim of its own success. The 
1991 Maastricht treaty, with its 
fixed timetable for economic and 
monetary union and its vaguer 
promise of political union, left 
ordinary citizens uneasy about 
deeper European integration. 

Maastricht meant “Europe” 
was moving into the most sensi- 
tive areas of national sover- 
eignty: currencies, immigration 
controls, and defence policy. 
Fairly or unfairly, the treaty has 


become a by-word for remote but 
intrusive decision-making in 
Brussels. 

The sense of insecurity and dis- 
location among ordinary EU dti- 
zens has been exacerbated by 
mass unemployment 

Today, with 18.5m people out of 
work - the combined population 
of Denmark, Finland, and Swe- 
den - the EU finds itself title tar- 
get of popular frustration. 

The fragile state of public opin- 
ion in Europe overshadows the 
Maastricht n constitutional con- 
ference (1GC) which was origi- 
nally seen five years ago as a 
chance to plug the gaps in Maas- 
tricht L 

When EU foreign ministers 
gather in Rome today to review 
progress in the conference, the 


limits of integration will be obvi- 
ous. Closer cooperation in justice 
and home affairs, some extension 
in majority voting, a commit- 
ment to adjust the size of the 
European Co mmissi on, and some 
modest reforms to improve the 
efficiency of foreign policy-mak- 
ing hardly amount to a great leap 
forward. 

Maastricht II is scheduled to be 
wrapped up at a summit in June 
in Amsterdam. Tellingly, IGC 
negotiators refuse to spell out 
whether they will meet their ear- 
lier pledge to create a Union fit to 
double in size over the next 10 
years. 

Talk of Maastricht in hangs in 
the air. 

The real test for the EU is to 
manage the twin challenge of 


monetary union and enlargement 
to eastern Europe. 

Yet both lack deep-rooted sup- 
port among the public: both 
require a cultural revolution in 
institutions and decision-making. 

First, the single currency. EU 
leaders have turned the launch 
date of Emu on January* 1 1999 
into a test of their own political 
virility, often at the expense of 
rational debate. 

Last week. Mr Yves-Thibault 
de Silguy. the French commis- 
sioner for monetary affairs, 
attacked the idea of a delay as 
“economic suicide.” 

Mr Jacques Santer, president of 
the Commission, declared “war 
on the pessimists”, echoing simi- 
lar noises by Chancellor Helmut 
Kohl of Germany. 


Increasingly, it is hinted that a 
delay in Emu could lead to a 
delay in the opening of accession 
negotiations early next year with 
some or all of the 10 central and 
eastern European countries: the 
Czech Republic, Hungary. 
Poland, Slovenia. Slovakia, the 
Baltic states, Bulgaria and 
Romania. 

A second barrier is that eastern 
enlargement will require reforms 
in the common agricultural pol- 
icy and EU structural funds 
which form the basic political 
contract between the farmers, 
the poorer regions, and national 
governments. 

For better or worse, therefore, 
the future course of the Union 
appears to rest on the single cur- 
rency project 


If Emu supporters are correct 
monetary union will create a 
zone of stability around France 
and Germany which should pro- 
tect the single market 
Emu should reinforce the trend 
toward stable, low-inflation econ- 
omies with lower interest rates, 
higher investment and ultimately 
higher employment 
But the risks are obvious. A 
continuation of tbe low-growth 
and high unemployment of the 
1990s in the post-Emu world 
would deprive the Union of its 
strongest claim to tbe loyalty of 
the people: that closer integra- 
tion has unequivocally served 
their self-interest. 


Lionel Barber 


How euro may fit 
in with the Fund 

Europe’s single currency will need different 
relationship with IMF, writes Robert Chote 


Selected IMF Quotas!* 


^ The Inter- 
^ national 
SksJf • Monetary 
Fund ** busy 
expanding 
its headquar- 
■ ters on 

Washing- 

Preparing *?£?. D 19 , th r 

c _„ Street. But if 
forEmu some of the 
more zealous 
and far-sighted advocates of 
a European single currency 
have their way. then the 
global economic watchdog 
could be forced to abandon 
its home in the US and sail 
across the Atlantic. 

Article Km, Section 1. of 
the IMF's articles of agree- 
ment states that “the princi- 
pal office of the Fund shall 
be located in the territory’ of 
tbe member having the larg- 
est quota”. Quotes are the 
subscriptions which IMF 
members pay tbe organisa- 
tion and which determine 
their voting power and 
access to its financial help. 

The size of the US econ- 
omy means that it has by far 
tbe largest quota at $36bn, 
well in excess of Germany's 
Sllbn and France’s SlObn. 
But some European policy- 
makers believe the members 
of a single currency area 
should pool their representa- 
tion at the Fund. If enough 
countries sign up. that might 
be enough to give the euro 
area a bigger quota than the 
US. In that case it would be 
time to call in the removers. 

AH but the most ardent 
Euroenthusiasts regard this 
as a highly unlikely scenario 
until Europe supplements 
monetary union with politi- 
cal union. But it highlights 
aa area of preparation for 
Emu to which policymakers 
have only just begun to turn 
their minds: how will a sin- 
gle currency affect Europe’s 


participation in the interna- 
tional financial institutions? 

Mr Philippe Maystadt, Bel- 
gium’s deputy prime minis- 
ter and head of the IMF's 
principal ministerial com- 
mittee, addressed this ques- 
tion at an IMF symposium in 
Washington last week. 

“I believe that Emu mem- 
bers will remain individual 
members of the Fund, at 
least during a transition 
period.” he said. 

The Fund’s articles made 
it clear that membership bad 
to be available to countries 
individually and amending 
this rule would be compli- 
cated and time-consuming. 
Mr Maystadt also doubted 
there would be the necessary 
unanimous agreement 
among Emu members them- 
selves to pool quotas. 


ing up a report that would 
then be discussed at an IMF 
board meeting at which' the 
central bank would be repre- 
sented. 

Exercising surveillance 
over the euro area's 
exchange rate policy is more 
difficult, however, because 
the central bank and Ecofin 
council are responsible 
jointly. Mr Maystadt 
suggested consultations 
could take place via the 
putative economic and finan- 
cial committee, which will 
succeed the secretive EU 
monetary committee. The 
possibility of an IMF 
observer attending monetary 
committee meetings has 
been raised already on sev- 
eral occasions. 

Mr Jacques PoJak, a for- 
mer senior IMF official, 
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Policymakers have only just 
begun to turn their minds to the 
problem of how Emu will affect 
Europe’s participation in the 
international financial institutions 


But sticking to the status 
quo will make it more diffi- 
cult for the Fund to scrutin- 
ise economic policies, which 
it does through regular 
Article IV consultations with 
its m emb ers. National gov- 
ernments will no longer 
have responsibility for inter- 
est rate or exchange rate pol- 
icies, which will be bandied 
by the European Central 
Bank a nd the finance minis- 
ters’ council. 

Mr Maystadt argued that 
tbe Fund should carry out 
regular consultations with 
the -central bank on mone- 
tary policy, with staff draw- 


argues that experience with 
trade policy - which is less 
important to tbe Fund than 
interest and exchange rate 
policy - demonstrates tbe 
need to get tbe surveillance 
arrangements right. 

“If the Fund favoured a 
change in the trade policies 
of an individual member, it 
was often advised in bilat- 
eral consultations that it 
was not up to the member 
[whether it agreed with the 
Fund's view or not] to devi- 
ate from a policy decided in 
Brussels; and the Fund had 
no recognised standing to 
argue its case before the 


Community,” he said. 

Surveillance is not the 
only area in which Emu will 
complicate Europe's rela- 
tions with the IMF. 

Another is when Emu 
members could draw on the 
Fund’s financial assistance. 
The Fund is supposed to 
offer help in cases of “bal- 
ance of payments need”, but 
th is is difficult to define in a 
single currency area. And if 
the ear a area as a whole 
were to be offered financial 
help, with whom would the 
required policy conditions be 
negotiated? 

Emu also affects special 
drawing rights, the quasi- 
currency which the Fund 
creates by offering overdraft 
facilities to central banks 
and which also provides a 
unit of account for IMF j 
activities through its valua- 1 
tion as a weighted basket of 
five currencies. 

Since 1980 the SDR basket 
has included the US dollar, 
the D-Mark, the yen. the 
French franc and tbe pound. 
Emu would mean the disap- 
pearance of two or three of 
these, requiring the basket 
to be reconstituted and 
re weigh ted. 

These issues range from 
tbe important to tbe arcane. 
Similar questions arise 
regarding the euro area's 
relations with the numerous 
other groups that make up 
tbe architecture of the inter- 
national financial system, so 
there is much detailed work 
that remains to be done. 



Stark truth about software 
in run-up to single currency 
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way institutional investors work is changing. They're relying on 
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complex strategies. They’re looking to alternative ways to generate 
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better returns. And they're looking to us. After all, we've created 
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some global trends of our own. And our products, services 

SIMPLE. 

and technology will make your investing decisions simpler. 


By Andrew Ftoher in Frankfurt 

SAP, -ftie big German business software 
a&npany, has a stark way of drawing 
attention to the need to prepare for the 
European, single currency: "Scared or 
Prepared” it says at the top of its Inter- 
net page chi the euro. "Be proactive,” it 
continues, "develop a checklist and dis- 
cuss the Impacts with your business 
Partners." 

The company goes on to say it will 
have special software available by the 
®nd of. this year to help customers 
change over to the new currency. This 
will tide them over the period between 
ti» start of European monetary union 
m 1999 - ff it begins on time - and the 
actual introduction of the new notes 
and coins around the start of 2002 . 

■fids transitional software will enable 
customers, to use the euro as their 
main, or house, currency, when they 
wish, but in a way that preserves 
details of original transactions in what- 
ever currencies these were carried oul 


Thus, a company will still be able to 
draw up its tax returns in D-Marks 
even if it is working mainly in euros. 
Auditors and other experts will be able 
to work back to the national currencies 
used in payments, purchases and other 
dealings. 

Mr Henning Kagermann, a director 
of SAP. says the business software 
aspect of Emu is a project like any 
other - not too different from a big and 
complex software installation in tbe 
aerospace or defence industry. The 
change in German postal codes a few 
years ago was just as challenging, he 
says. So was the implementation of a 
special European Union guideline on 
new accountancy rules. 

Even so, the shedding of national 
currencies for the euro will have “pro- 
found implications” for the way compa- 
nies do business. SAP says. To gain a 
lead over their competitors, they 
should take a clow look at what needs 
to be done in purchasing, administra- 
tion. logistics, sales, controlling. 


accounting and finance, data process- 
ing and personnel. 

“The big companies will obviously 
make sure they are well prepared." Mr 
Ka geimarm says, referring to interna- 
tional concerns such as Siemens and 
Daimler-Benz. They will also put pres- 
sure on their suppliers to be ready in 
limp “Our customers are all aware 
that they have to prepare for the euro,” 
says Mr Kagermann. “Most of them 
believe that it will come, whether they 
are enthusiastic or not” 

Ironically, in view of the possibility 
that the European Union m ight eventa- 
ally be extended east wa rds, SAP says it 
has learnt valuable lessons from its 
experience in both Poland and Ukraine 
- not that the currency reforms in 
those countries were comparable in 
scale with Emu. But the way in which 
changes in these countries’ currency 
valuations were translated into cus- 
tomer software can also be applied to 
the switch from national currencies to 
the enro- 
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NEWS: INTERNATIONAL 


Yemeni 
party to 
boycott 
elections 

By Robin Aflen in Aden 

Yemen’s main opposition 
group, the Yemen Socialist 
party fYSPj, is to boycott 
general elections set for 
April 27 because it says Pres- 
ident Ali Abdullah S3leb's 
government has failed to 
attend to economic and polit- 
ical priorities in the 
southern part of the country. 

About half of Yemen's 
population, variously esti- 
mated at between l7m-2Gm, 
is due to vote to elect 301 
members of the national 
assembly. More than 80 per 
cent of them are northern- 
ers. Elections are held every 
four years. 

The YSP, the former rul- 
ing party of South Yemen 
before unity with, the north 
in May 1990, was a member 
of the three-party governing 
coalition with the dominant 
General People's Congress 
(GPC1 and the Islamist 
Yemeni Reform Group 
Oslab) until the 1994 civil 
war. Then, southern Yemen 
tried to secede. After the 
southern defeat, the YSP 
party was ejected from the 
cabineL 

Its boycott of next month’s 
elections will mean that up 
to 80 per cent of the 
southern Yemeni electorate 
of some 1.5m will abstain. 
This leaves the way clear for 
the northern-led GPC and 
Islah to consolidate their ; 
hold at all levels of state 
administration in the south, j 
“confirming a situation 
which already exists.” 
according to an Aden busi- 
nessman. 

The GPC is expected to 
win more than 200 seats, 
with the balance going to 
Islah and independent tribal 
members. 

Mr Saleh Bathawab. a 
member of the GPC's polit- 
buro in Aden, believes that a 
GPC majority “will end the 
existing tug-of-war between 
rival decision-makers" . A 
clear GPC victory would 
“narrow the base of decision- 
makers and make it easier to 
get things done In the 
south”. 


Africa ‘must catch bandwagon’ 

Michael Holman on Unido 5 s calls for more efforts to attract foreign investment 


S ub-Saharan African 
governments must 
accelerate the pace of 
economic reform or risk 
missing “the globalisation 
bandwagon”, the United 
Nations Industrial Develop- 
ment Organisation fUaldo) 
has warned. 

In one its most critical 
appraisals of the African 
economy, the organisation 
urges African leaders to 
make greater efforts to 
j attract foreign investment, 
which it sees as essential to 
the region's recovery. 

It also criticises aspects of 
the World Bank's structural 
adjustment programme, 
however, arguing that cuts 
in public spending have con- 
tributed to tbe deterioration 
of Africa’s infrastructure, 
one of the factors which 
deter investors. 

The frank analysis, con- 
tained in tbe Africa chapter 
of a report* on the implica- 
tions of the globalisation of 
industry for developing 
countries, will be seen as 
evidence of Unido's determi- 
nation to show its critics 
that it has acquired a new 
cutting edge since the 
appointment of Mr Mauricio 
de Maria y Campos as its 
director-general in 1993. 

The region has "excellent 
potential” for Investment 
and growth in agriculture. 


mining, tourism, and agro- 
industry. says Unido, but 
adds that “formidable chal- 
lenges” must first be over- 
come. These include poor 
management, inadequate 
levels of savings, a weak 
infrastructure, skills short- 
ages. low productivity, high 
transport costs, and strong 
competition from other 
developing regions. 

“Industrial development in 
Africa will take of! only 
when governments succeed 
in creating the enabling 
environment necessary to 
boost domestic investment 
confidence and attract for- 
eign -participation in the 
form of direct Investment 
and non-equity relation- 
ships." 

This requires progress on 
several fronts simulta- 
neously, says Unido: “Policy- 
makers must tackle trade, 
fiscal policy, law and order, 
transparency and account- 
ability. infrastructure, 
human resource develop- 
ment privatisation, agricul- 
tural development and 
industry strategy.” 

High and sustained levels 
of efficient private sector 
Investment are essential, 
continues the report. More 
than 90 per cent of net 
inflows to sub-Saharan 
Africa (excluding South 
Africa) come from official 
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sources, mostly on conces- 
sional terms, says Unido. 
Official development aid 
totalled $l&9bn in 1995, up 
from $l5.4bn In 1994. 

But in the first half of the 
1990s the region attracted 
only $3-7bn of foreign direct 
investment (FDI) - little 
more than three per cent of 
the total FDI flows to all 
developing countries: “The 
region's failure to attract 
sizeable FDI inflows has con- 
tributed significantly to its 
poor growth record.” 

The report also expresses 
concern about declining 
domestic investment 

In the 1970s. sub-Saharan 
Africa invested almost 26 per 
cent of GDP - higher than 
east Asia. But by the first 


half of the 1990s, this had 
fallen to 16.3 per cent - 
partly in response to adjust- 
ment programme pressure to 
cut public sector deficits. 

It has been estimated that 
the African region must 
invest 13 per cent of GDP 
merely to maintain its exist- 
ing capital stock, but in tbe 
first half of tbe 1990s, net 
investment was barely posi- 
tive at 3.5 per cent of GDP. 

Past policy failures have 
cost Africa dear, says Unido. 
noting that sub-Saharan 
Africa's share in global man- 
ufacturing has fallen from 
0.6 per cent in 1970 to 0 per 
cent in 2995. 

The reports also cites a 
World Bank study that cal- 
culates that the fall in Sub- 


Saharan Africa's share of 
global exports from 3.1 per 
cent In the mid-1950s to 1-2 
per cent in 1990 lost the 
region around $65bn at 1990 
prices. 

Protectionist policies by 
developed countries are not 
to blame: “Pre -Uruguay 
Bound tariffs facing African 
exporters to the European 
Union, the US and Japan 
averaged almost 20 percent- 
age points lower than those 
facing the Aslan countries 
when they embarked on 
their highly successful 
export-led growth strategy.” 

The report points out that 
African exporters have lost 
global market share to Mal- 
aysia, Thailand and Indon- 
esia even in products in 
which they have a compara- 
tive advantage, such as 
cocoa, coffee, rubber, tin and 
vegetable oils. 

The results of reforms 
introduced over tbe past 15 
years have been “disappoint- 
ing” says the report, blam- 
ing “weak implementation, 
partly attributable to inade- 
quate Institutional capac- 
ity”. as well as the region’s 
“depleted and run-down 
infrastructure.” 

*The Globalisation of Indus- 
try: Implications for Develop- 
ing Countries Beyond 2000, 
Unido, Vienna. Tel (43 l) 
211310, Fax 232156 


US and France press 
I for ceasefire in Zaire 


Zairean troops wait outside Kisangani barracks yesterday 
to surrender to rebels &*** 


By David Buchan in Paris 

French and US diplomats yesterday pressed 
some 20 African countries which will attend 
tomorrow’s Organisation of African Unity 
(OAU) summit on the Zaire conflict to posh 
for an immediate ceasefire and political 
negotiations between President Mobutu and 
tbe rebels. 

The French foreign ministry said the joint 
lobbying of the members of the OAU con- 
flict resolution committee, who win meet in 
the Togo capital of Lome, was designed to 
“draw their attention to the importance we 
attach to the cessation of hostilities and the 
start of negotiations”. 

US diplomats confirmed the common 
approach with France and stressed the main 
aim of the Lome meeting was to get tbe 


Kinshasa government to make a convincing 
commitment to political dialogue. 

France and the US had often seemed on 
different sides earlier in the Zairean con- 
flict, with Paris still seeing some role for 
President Mobutu, whose rule Washington 
regarded as effectively over. 

But France has recently played down its 
call for humanitarian intervention that 
might have had file effect of checking the 
rebels in eastern Zaire, while the US has 
itself come to share France's opinion that 
no quick military solution is possible in 
Zaire. 

Mr Jacques Godfrain, the co-operation 
minister, met leaders of some 15 African 
countries who attended yesterday’s funeral 
in Paris of Jacques Foccart, African adviser 
to successive Gaullist presidents. 


INTERNATIONAL NEWS DIGEST 

Shell staff held 
in Nigeria 

The fibril oil wwnpany said yesterday that 126 staff and 
contractors, all Nigerians, were being held at oil - 
ingtaiiatifirm overrun at the weekend by villagers Involved 
in a dispute with a Niger delta local government. 

Shell, often the target of environ mental protests in 
Nigeria, said it had passed on a list of demands to the 
Delta State government bat had not been asked to 
mediate and had not requested government help to 
remove the protesters. Villagers agreed to release six of 
the detained staff who were injured in the attack- 

Six p ump ing a farfjnnii in the region were occupied on 
Saturday by c ommunit y groups unhappy with the 
relocation of a local government headquarters. The 
occupation forced Shell to cut crude oil production by 
about 100,000 barrels per day (bpd). or 5 per cent of total 
Nigerian production, but exports were not affected. 

World oil prices yesterday were unmoved by the news 
of reduced Nigerian production, but Shell Transport and 
Trading shares fell more than 2 per cent Reuter. London 
Market report. Rage 24 

Angola peace hopes raised 

Mr Kofi Annan, UN secretary general, said yesterday that 
“peace is within sight” in Angola after Mr Jonas Savimbi. 
the former rebel leader, said he would fulfil promises to 
create a new government. 

Mr Savimbi pledged to send officials Of his Units 
movement to the Angolan, capital of L ua n d a to set a date 
to inaugurate a power-sharing government, the final stage 
in a peace process launched in 1994. 

Mr Savimbi said he would not travel to Luanda for the 
installation of the new gove rnmen t because he still had to 
iron out “some small problems” with President Jos6 
Eduardo das Santos. AP.BaQundo, Angola 

Iraq food prices tumble 

Prices of basic food fell sharply in Iraq and foe exchange 
rate of the dinar improved yesterday, as mare tracks 
carrying commodities arrived from Turkey and others 
were reported on the way from Jordan. 

The shipments are a result of the UN ofi-tbr-food deal 
signed in December in a limited easing of international 
sanctions Imposed on Iraq for its 1990 invasion of Kuwait 

The food is not expected to be distributed for weeks 
under the UN programme, but traders in the main 
Baghdad markets said the arrival of the first shipments, 
mainly lentils and cooking oQ. was already affecting 
prices. Meat was sold yesterday for ED L500 ($2.50) per , 

kilo, down from 2,250 dinars the previous day. 

The Iraqi dinar, meanwhile, increased to 1,000 against 
the US dollar, its strongest rate for eight months. The 
dinar traded for as much 1,500 to the dollar early this 
month before the food arrivals. AP, Baghdad \ 

Ariane test flight delayed 

The second test flight of the new generation Arianeff 
rocket, whose maiden flight blew up on lift-off last 
summer, has been delayed until at least September, the 
European Space Agency (ESA) said yesterday. The ffight 
had been scheduled to take place before July, after being 
put off following the explosion on June 4 last year at 
Kourou in French Guiana. The explosion was blamed on a 
failure of its computerised control system. AFP, Paris 
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NEWS: WORLD TRADE 


Pretoria promises to continue talks on EU trade package including fish and farming 

Spain lifts veto on S Africa joining Lome 


By Neil Buckley and 
Agencies in Brussels 

Spain yesterday lifted its 
block on South Africa’s par- 
tial membership of the Lome 
Convention, clearing the 
way for South African access 
to the forum linking the 
European Union with devel- 
oping African. Caribbean 
and Pacific (ACP) countries. 

At a meeting of EU foreign 
ministers in Brussels. Mr 
Abel Matutes, Spain's for- 
eign minister, removed a 


veto imposed last month on 
South Africa’s entry into 
Lome pending progress in 
talks on allowing EU trawl- 
ers access to South African 
waters. 

Although those negotia- 
tions have made little prog- 
ress. Mr Matutes said Spain 
had decided not to hold up 
South Africa's entry because 
of its strategic importance 
for the development of the 
continent 

South Africa had also 
promised to continue negoti- 


ations on a broader trade 
package, including the fish- 
ing pact as well as agricul- 
tural and wine exports. 

South Africa could now 
join Lome at the biennial 
meeting between the EU and 
ACP countries in Luxem- 
bourg on April 24-25. 

Failure to join by then 
could have left South Africa 
waiting until foe fourth con- 
vention had been ratified by 
all 15 EU and 70 ACP signa- 
tories. which could take two 


“Taking into account that 
we are arriving at the dead- 
line to take a decision con- 
cerning Lome. Spain will not 
force the situation and will 
not put its veto against 
South Africa in this very 
important issue,” Mr 
Matutes said. 

South Africa's partial 
access to LomG will give it 
access to preferential loans 
from the European Develop- 
ment Fund, and the right to 
take part in political deci- 
sion-making among the 


Lome Convention countries. 

It was particularly keen to 
he included in consultations 
on the future of the conven- 
tion, since the European 
Commission and ACP coun- 
tries are discussing what 
should replace the current 
agreement when it expires In 
2000. 

Pretoria originally pressed 
for full Lonfe membership, 
but has been granted only 
partial membership on the 
grounds that its economy is 
too developed to benefit from 


the trade and aid provisions 
of the accord. 

In addition to partial Lome 
membership, the EfJ has pro- 
posed a bilateral trade pact 
between the two sides lead- 
ing eventually to the cre- 
ation of a free trade 
area. 

Pretoria rejected initial 
terms for a free trade area 
offered by tbe EU. saying it 
would harm South African 
agriculture and undermine 
its trade relations with 
neighbouring countries. 


Ontario in drive 
for investment in 
car components 


Gas pipelines, power and petrochemicals pass to private sector 


WORLD TRADE NEWS DIGEST , 

Sweden hits at 
EU on dumping 

Sweden yesterday criticised the European Union’s 
anti-dumping policies, saying it too often imposed import 
duties on cheaper foreign products. 

Mr Leig Pagrotsky, the country's trade minister, told 
Sir Leon Britten, EU Trade Commissioner anti-dumping 
duties were “a tax on consumers”. 

He specifically raised the case of impart duties on 
handbags from China: Production of simple types of 
handbags was being located to low-cost countries while 
activities such as product development design, marketing 
and administration were retained in the EU. 

“This development In my View represents a sound and 
rational adaptation, and I think it is a mistake to try to 
prevent it through anti-dumping measures,” Mr 
Pagrotsky said. 

Last month, the EU executive introduced anti-dumping, 
duties of nearly 40 per cent on imports of handbag * from 
China. Reuter, Brussels 


Mexico sets out energy plans Vietnam fuel sale delay 
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By John Griffiths 

Ontario has launched a 
$C50m (US$36m) drive to win 
inward investment, mainly 
in automotive components, 
to support rising vehicle pro- 
duction in the Canadian 
industrial province. 

The programme, targeting 
foe US. UK, Germany and 
Japan, coincides with $C2bn 
investments by Toyota and 

Chrysler to expand vehicle 
production in the province. 

Ontario produces 2.5m 
cars and light trucks a year, 
second only to the adjoining 
US state of Michigan in 
North American vehicle pro- 
duction. A team led by eco- 
nomic development and 
trade minister Mr William 
Saunderson is seeking to 
persuade suppliers to 
Toyota, in particular, to 
locate in the province to sup- 
ply a new sports coupe in 
which Toyota is investing 
$C500m. 

The investment drive, dur- 
ing which the Canadian 
group has been meeting doz- 
ens of suppliers in the four 
countries, follows reelection 
of a Conservative provincial 
government in mid- 1995 and 
the rolling back of labour 
and other perceived ’anti- 
business' legislation. The 
legislation had been respon- 
sible for Ontario “dropping 


off the world's radar 
screens” as a suitable region 
for inward investment, Mr 
Saunderson says. 

Canada's share of global 
investment has fallen from 
11.3 per cent in 1980 to 4.6 
per cent in 1994. Tradition- 
ally the recipient of about 50 
per cent of inward invest- 
ment to Canada, Ontario has 
been badly hit by the drop. 

Despite this, components 
sales have still risen from 
CS4.8bn in 1981 to well over 
CS20bn now. Some 85-90 per 
cent of vehicles and compo- 
nents are exported to the US 
tariff-tree under the 30-year- 
old Auto Pact between the 
two countries. Over the past 
six years. General Motors. 
Ford. Chrysler. Toyota ands 
Honda have invested C$6bn 
in expanding and retooling 
their Ontario plants. 

Mr Saunderson says 1,000 
individual items of legisla- 
tion inhibiting investment 
have been rolled back in the 
past 18 months and labour 
costs in the industry have 
fallen sharply to about SC35 
OJSS25.40) an hour, including 
social overheads. The invest- j 
ment drive is thus laying 
strong emphasis on wooing 
motor components producers 
out of Germany, where 
labour costs have reached 
the equivalent of $C85 an 
hour. 


By Daniel Dombey 
in Mexico City 

Mexico is to grant four 
concessions to build and 
lease power stations, and 
will sell off minority stakes 
in its petrochemical industry 
by the end of the year. It 
also expects to award con- 
cessions for distribution and 
transport of natural gas at 
the rate of one a month. 

Until recently Mexico’s 
energy liberalisation pro- 
gramme was stalled by a 
mixture of political and tech- 
nical problems. Only last 
year did it start to award 
concessions, although legal 
reforms opening up the elec- 
tricity generation and natu- 


ral gas sectors were pushed 
through in 1992 and early 
1995, respectively. 

Last week, one obstacle 
was surmounted when a 
$300m concession was 
awarded to build and oper- 
ate a 700km gas pipeline to 
feed a new power station 
near tbe town of Merida, in 
the south-eastern Yucatan 
peninsula. The contest was 
won by a consortium of 
TransCanada Pipelines of 
Canada. Bechtel’s Intergen 
Group of foe US and Mexi- 
can construction group 
Gutsa. although other bid- 
ders had offered lower 
prices. 

In addition, a second con- 
cession to distribute natural 


gas was awarded to the con- 
sortium Distribuidora de Gas 
Natural de Mexicali (DGN), 
made up of tbe Mexican 
company Prdxima and the 
US based Pacifica Enter- 
prises and Enova-San Diego 
Gas & Electric. The conces- 
sion, for the area around the 
northern city of Chihuahua, 
implies investment at $46m 
and involved the privatisa- 
tion of pipelines belonging to 
state oil monopoly PetrOIeos 
Mexican os fPemex). 

Mr JesU Reyes-Heroles, the 
energy secretory, said other 
gas concessions, including 
that for the industrial town 
of Toluca in central Mexico, 
would now go ahead. 
Although DGN also won the 


first gas distribution conces- 
sion, for tbe border town of 
Mexicali, he said Mexico’s 
competition commission 
would stop monopolistic 
practices. 

Government officials said 
the four power generation 
projects to be granted this 
year would conform to a 
Build-Lease-Transfer model, 
but they might also give 
companies the option of 
keeping the plants. 

Mr Reyes-Heroles also said 
that the government was 
confident that it could com- 
plete its politically sensitive 
sale of minority stakes in 
petrochemical interests dur- 
ing the second half of the 
year. 


Internet phone service developed 


By Man Cane 

USA Global Link, a fast growing US 
pioneer in the use of technology to cut 
the cost or international telephone 
calls, says It has developed the first 
teleptaone-to-telephone Internet ser- 
vice. It plans to make the service avail- 
able in the US, Germany, Japan, the 
UK. France and other countries within 
the next six months. 

The significance of its claim is that 
It will be able to provide its customers 
with calls at a fraction or the usual 
cost - essentially a call to anywhere in 
the world far the cost of a local call 
The price of conventional interna- 
tional calls is held artificially high by 


the Accounting Rate System, a cartel 
through which international operators 
agree how much to pay each other for 
delivering tbe others' calls . 

Using the Internet, the world’s larg- 
est and most comprehensive computer 
network, to carry calls will enable cus- 
tomers to sidestep the Accounting 
Rate System. 

Global Link said the system was 
capable of transmitting voice, fax. 
video and data without the delays or 
problems of quality which have char- 
acterised Internet telephony in the 
past. Customers would not need per- 
sonal computers to make use of the 
system. 

The Internet is designed to transmit 


packets of information, which are re- 
assembled into complete messages On 
arrival, rather than voice traffic which 
can be delayed and distorted. But 
Global Link said it had developed tech- 
nology to overcome the difficulties. It 
plans to invest $500m to implement 
the system worldwide. 

Global Link was a pioneer of “call- 
back” telephony, a method of cutting 
the cost of calls from countries where 
international tariffs are high by 
reversing the direction of the calL 

Call-back, call rerouting and Inter- 
net telephony are all technological 
developments which are expected to 
bring abont the demise of the account- 
ing rate systenv 


Distribution of petrol and diesel fuel in Vietnam is likely 
to remain closed to foreign companies at least until the 
nation's first oil refinery is built, anoffidal of Vietnam 
Oil & Gas (PetroVietnam) said yesterday. 

The government has offered; the right to cGstribute fuels 
to attract foreign participation in the refinery,- said Mr 
Nguyen Thanh Hai, a deputy managing director at 
PetroVietnam responsible for product distribution. . 

Mr Hai said the government would not allow a proposal 
from Shell to form joint ventnres with two state-owned 
companies to retail petrol in Ho Chi Minh City and Hanoi 
The government was concerned about the impact on. 
domestic companies of competition from a- large foreign, 
company. : 

“Hie market isn't even yet but I think the day-wall 
come,” Mr Had said. 

PetroVietnam was currently considering a number of 
different product joint ventures, indudfag a-$10Qm ' 
bitumen m anufacturing plant AP-DJ, Ho CM Moth City 

Manila bus system agreed 

Three Asian groups haveslgned a joint ventvire • 

agreement to hoild a 6.5bn pesos ~($209m) modern bus 
system and road network project in Manfla nn a ; - 
buffd-operate-transfer basis. 

Malaysia’s Benong. Singapore-based Volvo-Asiaand foe 
local group Philtrak-Volvo wffi build foe People Mover 
System, an elevated road network to ease; _ .■ 

Manila’s traffic congestion. . . 

The 110 buses wffl have computerised tracking systems : 
and magnetic tick e tin g ma c hin es; Justin Marozzi, Manna 

Philippines loan pact 

The Philippines has signed a Y124bn {£Llbn) loan 


during an official-visit to Tokyo by Mr Domingo Siazon, 
the PhflipjpmeTareign secretary, will be used to finance 14 
developmoit projects. Two will be to Mindanao; foe - 
southern region where a lack of infrastructure and ' 
communications remain an obstaciterfo economic 


twice since foe peace deal struck last September Between 
the Philippine go ve r n ment and the Moro National - 
Liberation Front . - • J itsBn Mmmi 
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Sun Microsystems. Our strong; n >s networking people, rrom me very beginning, we've been bundling networking capabilities 
into every system \vc sol!. Wun a range of innovative products and services, irorn java " 1 to high-end sewer systems and powerful 
mw coprocessors to the bolnns operaimg environment, we oher a breadth ot solutions to meet, any enterprise coin Dating 
need. No matter how diverse. So wherever and however your people need information to be 
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Clinton seeks 
to end budget 
impasse 


By Gerard Baker 
in Wa sh ington 

President BiH Clinton of the 
US is prepared to drop same 
of his plans for tax cuts in 
an effort to reach an agree- 
ment with the Republican' 
controlled congress to bal- 
ance the federal budget 

Talks between the two 
sides are continuing this 
week during the congress- 
ional Easter recess. Adminis- 
tration officials said at the 
weekend they would be pre- 
pared to give new impetus to 
the discussions by foregoing 
their proposed tax reduc- 
tions if Republicans would 
do the same. 

“If having a separate vote 
on tax cuts turns out to he a 
means of getting a biparti- 
san balanced budget agree- 
ment, we're open to that,” 
said Mr Gene Sperlking, 
chairman of the president's 
National Economic Council. 

The White House was 
responding to a controver- 
sial call to fellow Republi- 
cans last week from Mr 
Newt Gingrich, the Speaker 
of the House of Representa- 
tives, to put balancing the 
budget ahead of their 
demand for tax cuts. Mr 
Gingrich's remarks were at 
odds with the previous offi- 
cial Republican line, which 
is that the party would not 
agree to any deal with the 
White House that did not 
include substantial tax 
reductions. 


Last m nnfh the president 
unveiled proposals he claims 
would eliminate the current 
$ 120 bn federal deficit and 
balance the budget by 2002. 

The proposals included tax 

cuts worth a total of $98bn 
over five years targeted at 
lower and middle income 
families and some spending 
reductions. But the Republi- 
cans have pressed for much 
greater tax cuts, up to about 

$200bn, paid for by deeper 
cuts in spending, especially 
in entitlements programmes 
such as Medicare, the health 
insurance plan for the 
elderly. 

Talks between the two 
sides stalled two weeks ago, 
following a failure to bridge 
the gap between the two 
sides basic tax and spending 
plans. A potential solution to 
the impasse, a proposal by 
Sen Trent Lott the Senate 
Republican leader, that the 
two sides reach a bipartisan 
agreement to reduce the rate 
at which government bene- 
fits are increased each year, 
was rejected by the White 
House. 

Mr Clinton's latest offer, 
h o wev e r, seems unlikely to 
break the deadlock either. 
Many Republicans were furi- 
ous with Mr Gingrich for 
having traduced what they 
see as one of the central 
tenets of modem American 
conservatism - the ca<sa for 
reducing the role of govern- 
ment by continuing reduc- 
tions in tarpc 


Party leader quits post in drive to build a platform for presidency 

establishment in 



trill pass either. 

- But the real constitutional 
issue is one no-one even talks 
about any more." he says. "It's the 
role of the armed forces, the tact 
that all four commanders- to-chlrf 
sit an the national security council 
and have a say is nominating 
other authorities, and that the 
president has very little power 
over them, except to name’ the 

commanders." 

So the transition from dictator- 
ship to democracy since the begin- 
ning of the 190* has fallowed the 
path the outgoing dictator. General 
August© Pinochet, laid for : it. Mr 
Schaulsohn says. 

“Look at Pinochet's role; he has 


far the Senate las aa«r oQgbb nt 
senator}. He's beconra HoRywou 
celebrity." ' ... 

With an emasculated Coupes 
and ft can-powerful military pres 
•nee, real hope fat change ties out 
aide the political estab&Bhment. vt 
Schaubohn conclude*. “As Mvint 
standards improve, people an 
going to start wanting ctango or 
soda! issue*, they are going tt 
want a more open, tolerant sod 
' •; • ;■ 

That fr what he wants- to hrij 
build. HI* critics inside and outakfc 
his awn party suspect ha will alsc 
build a platform ft* a f uture presi 
dential campaign, and ha is frank 
about his presidential ambitions 
But Wb mission fin now is to chal- 
lenge the establishment turf break 


T aking 

By Imogen Mark in Santiago 

S uccessful politicians rarely 
resign in mid-career, least of 
all in Chile, where mid-life 
crises are not yet a concept much 
less as acceptable state of mind. 

So when Mr Jorge Schaulsohn, a 
43-year-old former president of the 
lower chamber of Congress and 
president of the social democrat 
Party for Democracy, announced 
he would not run again in the 
December congressional elections, 
the news provoked, surprise. 

Mr Sr»hnntenhn is q uite c lea r Why 
he is going, and what he wants to 
do next. IBs plan is to form a Chil- 
ean association feu* civO liberties, 
to speak out on issues such as 
divorce, abortion, women’s and 
minority rights. 

“Chilean society is less conserva- 



Ptirez: former president 


on the 


five than the establishment.'’ he 
says. “Far example, opinion polls 
show 34 per cent of people are not 
a gains t abortion. But politicians 
can't even talk about the issue, it’s 
taboo." 

Even more striking, an over- 
whelming majority of Chileans are 
in favour of legislating for divorce. 
But Congress has only just agreed 
this year to debate a future law, 
and the government will not spon- 
sor a bill before its tom ends in 
March 2000. 

“Congress has very low self-es- 
teem," he says. "It doesn’t act like 
a power of the state, doesn’t seri- 
ously question the executive, and it 
doesn’t have the information 
reso u rce s to do so, even if it chose 
to. And the government deals with 
the right, [the opposition], outside 
Congress *md then sends draft laws 


By Raymond Coiitt to Caracas 

M r Carlos Andres Perez. 
Venezuela's two-time ex- 
president, who survived 
two coup attempts but was 
impeached in 1993 on charges of 
co rrup t i on, has formally returned 
to Venezuela's turbulent political 
arena. 

Expelled from his party Acddn 
Democr&tica (AD) and stripped by 
Congress of his life-long honorary 
post as senator, Mr Perez, at 74. 
said he was convinced he could 
still show Venezuelans “a new way 
of doing politics". 

At the head of his Movement of 
Opening and National 
Participation, launched last week, 
he claimed to be seeking to rescue 
a discredited political s yst e m . 


ainparfy pre-negotiated." 

Although the centre-left govern- 
ment Coalition for Democracy has 
a solid majority of elected congress 
seats, it has to negotiate all legisla- 
tion with the two right-wing oppo- 
sition parties because of the pres- 
ence in the Senate of eight 
non-etected senators. 

They were nominated for an 
eight-year tens at the end of the 
military dictatorship in 1999, and 
vote consistently with the opposi- 
tion parties, giving than a de facto 
maj ority in the upper house. 

Hie two past and present Coali- 
tion governments have already 
tried and failed to change the con- 
stitution to abolish the designated 
senators, though yet another bill 
pr op osing to do away with them 
has just gone to Congress. Mr 
Srhankftf i Ti does not thinlf bill 


“Democracy has temporarily lost 
its base of subsistence - the 
political parties," said Mr Perez. 
“They have no ideology," he said, 
adding that he himself has not 
changed and " continues to be a 
social democrat". His economic 
austerity measures provoked 
bloody street riots in 1989. 

Prohibited by law to run hi the 
1998 presidential elections. Mr 
P^rez now wants to set Its 
“electoral agenda" and run as 
senator for his distant home^tate 
of Tachira, along Venezuela's 
western border. Having served 
more than two years under house 
arrest until last September on 
rfiargps of wtfgap pmjw iaHng public 

hinds. Mr Perez says he wants to 
lead the nation's fight against 
corruption. * 


become the figure of the transition 
much mere than [the first elected 
president. Patricio] Aylwio. He's 
recycled his image and he’ll end up 


in the street and has a strong 
following of loyal s upp or te rs. 

Whichever presidential candidate 
he derides to back, analysts say, he 
may prove more than a pebble tax 
the shoes of the established AD 
and the Christian-danocratic Copei 
party in their march towards the 
presidency. 

“Carlos Andres Perez is a very 
charismatic leader and, although 
he may not be able to exercise his 
leadership within AD. be certainly 


the mould, of traditional Chilean 
poitttes. 


contact with the outside world, 
thanks to tire internet other 
means of modem technology. 

To many, the comeback smacks 
of a search for vengeance and an 
attempt to prove he is still a 
political force to be reckoned with. 
Tve been- victim of_a slanderous 
campaign by the senate." he said. 

Yet rather than strengthening 
political parties; critics say, Mr 


P6rez*s : broak-away movement may 
does outride the party," said Mr add to a growing trmd of using 
Flavio Carucci at the Latin parties as mere electoral spring 
American Institute of Social boards. President Rafael Caldera, 
Science Research (ILDIS). Mr Pftrez life-long rival of Mr P6rez also 
may well capitalise on popular founded his own party before 
anti-party sentiments, he said. reaching the preridsocyln 1994. 


Tainted Perez to ‘ideological rescue’ 


Despite his tainted credentials 
Cap, as he is commonly known 
after his initials, still draws crowds 


Despite 28 months of seclusion ip 
his luxurious villa on the outskirts 
of Caracas. Mr Ptms bfaa not lost 


US healthcare costs: the treatment is wearing off 


The savings enjoyed by corporate America from ‘managed care’ are threatening to come to an end soon, writes Lisa Bransten 


T he spectre of runaway 
healthcare costs is 
returning to haunt 
corporate America. 

Many of the savings 
enjoyed by US employers 
over the past three years 
have been wrung out of the 
system as a majority of 
American workers were 
shifted to “managed care" 
insurance, which controls 
what health services they 
can get and at what price. 

Now both healthcare pro- 
viders - doctors, hospitals 
and the like - and consum- 
ers are trying to reclaim 
some of the power they lost 
in that shift 

Most people in the US are 
covered by private health 
insurance, which they 
receive through their 
employers. As healthcare 
costs rose sharply in the 
1980s, employers turned 
from mrfng insurers that pro- 
vided traditional coverage - 


simply paying for any ser- 
vices provided - to insurers, 
known as health mainte- 
nance organisations (HMOs), 
that more closely monitored 
medical services. 

By last year about 75 per 
cent of working Americans 
were covered through 
HMOs, or some other sort of 
managed care. This contrib- 
uted to a significant contain- 
ment of healthcare costs. 

Since 1994, healthcare 
costs have risen less than 
inflation, according to Foster 
Higgins, a benefits consult- 
ing firm. Last year compa- 
nies’ spending on health 
plans rose 22 per cent cant 
pared with a 33 per cent rise 
in consumer prices. 

But Mr John Erb at Foster 
Higgins believes the down- 
ward trend is over. A survey 
by the firm of 3300 employ- 
ers found that most expect 
costs to rise an average of 4 
per cent tins year. Mr Erb 


says growth could return to 
double digits by 1998. 

One reason for the change 
is that a good part of the 
savings has come at the 
expense of healthcare pro- 
viders such as doctors and 
hospitals, and they are 
beginning to light back. 
Some HMOs employ their 
own doctors and operate 
healthcare facilities, but an 
increasingly common 
method of controlling costs 
- such as the explosion of 
expensive tests - has been to 
pay doctors “per-patient” or 
“per-day” fees regardless of 
the care. 

Now, however, mare and 
more doctors are joining 
fbrees in an effort to gain 
bargaining power over the 
managed care companies, 
and there has been consider- 
able consolidation in the 
hospital sector. 

Employers are beginning 
to see it coming. Rising hos- 


pital costs ate among the 
primary worries for Ms 
Linda Franklin, director of 
employee benefits at Skad- 
den Arps, which with 2300 
employees is one of the larg- 
est law firms in the US. 
Healthcare costs far the firm 
dropped last year and have 
held steady this year, 
but Ms Franklin does not 
think that will continue 
indefinitely. 

Increased medical costs 
have also led many managed 
care companies to raise the 
premiums they charge 
employers. Last year the bat- 
tle for market share was 
such that many HMOs held 
down premiums at the 
expense of profit margins, 
but that is rhangmg, says 
Mr Gary Frazier, a health- 
care analyst at Bear Stearns, 
the US investment bank. 

Premiums on managed 
care plans fefi an average of 
1 per cent last year, be says. 


US: the price of 

% change in average cost par 
20 



but be is expecting a rise of 
2 to 3 per cent this year and 
an increase of 3 to 5 per cent 
in 1998. 

Another pressure on 
healthcare costs is coming 
from the consumer side 
where more limited access to 


services has provoked a 
backlash against managed 
care that members of 
Congress are rushing to 
address. 

There is little data to 
prove that the advent of 
managed care has led to a 


deterioration of healthcare, 
but stories of parents driving 
their ehiMrpn long distances 
to “plan-approved" emer- 
gency rooms and patients 
being denied special treat- 
ments are widespread. 

“In too many cases the 
pressure for profits has led 
to lesser care, not better 
care,” said Senator Ted 
Kennedy last month as be 
introduced his sweeping 
Health Insurance Bill of 
Rights. 

The legislative push began 
at the end of last year with 
the passage of a law that put 
a stop to "drive-through 
deliveries" by requiring that 
women be allowed to stay in 
hospital at least 48 hoars 
after giving birth. Another 
law prevents insurers offer- 
ing less coverage far mental 
care than physical care. 

- This year Congress has 
moved on to “drive-through 
mastectomies” and is also 


taking tsn some of the more 
co ntr o v ersial ways managed 
care companies control 
costs. 

One bin deals -with “gag 
clauses", which are compo- 
nents of contracts between 
HMOs and mire providers 
that some doctors say pre- 
vent them from discussing 
treatment options not 
offered by a patient's 
insurer. Another requires 
that patients be given more 
freedom to seek expensive 
emergency room treatment. 

Ms Karen Ignagni, presi- 
dent of the American Associ- 
ation or Health Plans, says 
that “were tills legislation to 
pass it would turn back the 
dock. We would be back in 
an environment that would 
be very close to the environ- 
ment that became unafforda- 
ble to consumers and 
became unaccountable in 
toms of measures of qual- 
ity." 


INTERNATIONAL ECONOMIC INDICATORS: PRICES AND COMPETITIVENESS 


TMa mw t t iw iwl has 
baan appiovad by 
Morgan Gronfel & Co. 
IMM. iBflutatod by SKA 
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Commonwealth of Australia 


SALE OF 

Australian National Railways Commission 


The Commonwealth of Australia (“the Commonwealth’) is 
seeking expressions of interest for the purchase, in whole or in 
part of the passenger and intrastate freight business of 
Australian National Railways Commission (“Australian 
NationeT). This IndudeK 

- Tasratl - a vertically integrated rail operator which provides 
freight haulage services in Tasmania. Assets indude track 
infrastructure, rolling stock, terminals and a workshop; 

- Passenger Ran - a passenger rail service which operates 
the Indian Pacific (between Sydney and Perth), the Ghan 
(between Adelaide and Alice Springs) and The Overland 
(between Adelaide and Melbourne); and 

• SA Rail - a vertically integrated raH operator which 
manages aU of South AustraBa s i n tra state freight task over 
three networks. The assets offered for sale wll include 
rolling stock, workshops, terminals and infrastructure 

maintenance services. 

Neither the Track Access Unit of Australian National, which 
manages access to the Commonwealth owned sections of the 
In t erst a te network, nor the interstate freight co m ponents of 
Australian National, win be Included in this sale process. 

The Commonwealth's objectives in respect of the sale of 
Australian National are; 

- Io complete the sate by 30 June 1997; 

• to provide efficient, competitive, dynamic and reliable 
transport services; 

• to contribute to 'the establishment of a viable and 

competitive rail system; 

• to promote private sector investment in the rail industry; 

• to contribute to regional development; and 

- to obtain a financial return to the Commonwealth that 
re p r e s ents fair and reasonable value. 

AustraRan or international parties who wish to consider 
acquiring part or aH of Australian National, as .described, are 
invited formally to express their interest. 

Expressions of interest, from principals only, should outfine, as 
a minimum, the legal states of the interested party, Including 
ownership structure, copies of the party's most recent annual 
reports, together with details concerning the nature and extent 
of its interest and its experience in the rail sector. In 
determining the short Dst consideration will be given to a 
number of (actors Including: 


• the financial strength and capacity of the Interest e d party; 

• the party's experience and expertise in the rail sector; 

- the Interested party's objectives and proposed future 
strategy in acquiring Australian National: 

• the benefits (including business and rafl development and 
enhancement, and future employment) which the interested 
party could provide to the rafl and transport sector, both 
regionally and nationally; 

- the party's interest in acquiring Australian National as a whole 
or in part (tf relevant, specify which businesses or assets are 
of Interest); 

- the party's demonstrated record 'of respect for 
environmental and heritage issues; and 

• the interested party's perceived ability to meet the 
Commonwealth's sale objectives. 

The Commonwealth reserves the right to shortlist siy party at 
its sole discretion. 

Shortlisted patties w8i be provided with a detailed I nfor m ati on 
Memorandum before the end of April 1997, subject to the 
execution of a Confidentiality Agreement. Sbortflsted parties 
wil be expected to commence due cfifigence in May 1997 and 
final offers wffl be expected to be lodged In earty June 1997. As 
stated above, it is the objective of the Commonwealth to 
complete a sale by 30 June 1997. 

The sale will be handled by the Commonwealth^ Office of Asset 
Sales, in conjunction with fts business advisers, Deutsche 
Morgan Grenfefl Australia Limited. Enquiries should be directed 
to either Mark Benacke (+61 2 9258 1136) or Jeremy Laridn 
(+61 2 92S8 1095) of Deutsche Morgan Grenfell. 

Expressions of Interest are required to be lodged by no later 
than 6.00 pm Australian Eastern Standard Time Thursday, 

1 0 April 1997 wilh: 

Deutsche Morgan GrenfeS 
Level 20, Gtoavenor Place 
225 George St 
Sydney NSW 2000 
Australia 

rase 4«1 2 9258 1124 
Attention: Mark Benecka/ Jeremy Laridn 


Yaw* fens wo shown in Max form wtti the common base year of 1985. The teal exchange nde la an Max throughout; other quarterly and monthly flguros show 
the percentage change ovw the cwreapantfing period h the prwkus yew and are porthe union otharwtae stated. . 
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THE CURRENCY 


OF THE FUTURE IS 
NOT THE POUND, 
THE DEUTSCHMARK, 
THE FRANC, 

THE DOLLAR OR 

THE YEN. 
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IT'S INFORMATION. 


Its the nanosecond Nineties. Keeping ahead means being able to 
gather data from around the globe. Assimilate it, make lightning 
decisions based upon it. 

You may have a competitive advantage for months, days 
even. Ideas must be rolled out quickly. 

The exchange of information is becoming mission 
critical. A global market is emerging. Its currencies? 

Digital information. .. digital information. .. digital 
information. 

Data that demands to be distributed, processed, managed. 

In the 21 st century, every multinational company will 
need the most sophisticated telecommunications available. 
The days when carriers would rent out 'big pipes' are no more. 
We must now offer value added services. 

Multimedia too. "You’re demanding to see and exchange 
not only the printed word but also data incorporating video, 
voice and fidelity sound. 

On January 8th, the Nippon Telegraph and Telephone 
Corporation announced an intention to pursue global business. 
Our determination could be of great interest to you. 

And a clear grasp of the possibilities, of the future 
direction of the telecommunications industry will give your 
company a significant edge. 

INFORMATION HIGHWAY OR INFORMATION CUL-DE-SAC? 

Within the next decade, your ability to transact in the 
global information market will depend entirely on the calibre 
of your telecommunications services. 

An effective worldwide network allows local empires 


to exchange ideas, multiply rather than duplicate efforts. 

Isn’t the knowledge, clout and experience of your tele- 
coms provider a critical issue? 

NTT has critical mass, vast technical expertise and a 
Japanese affinity for efficiency and process. 

Were one of the largest telecommunications companies 
in the world with 60 million domestic lines, 13 R&D labora- 
tories, exceptional capital investment capabilities. 

We already serve some of the most powerful corpora- 
tions in rhe world. (Think of any household Japanese name.) 

But, in this industry, size isn’t all. Its not necessarily the 
biggest carriers, but the smartest, who will lead the Information 
Age. Those most aware of their markets. 

Which is why, as a service oriented company, we’ve 
put together Global Total Solution. 

GLOBAL TOTAL SOLUTION. OR WOULD YOU RATHER 
CONDUCT THE COMPLEX NEGOTIATIONS WITH SUPPLIERS? 

Contract negotiations are just the beginning.The hassle 
and effort of setting up and maintaining a network are limitless. 
(As limitless as the global information marketplace.) 

So we’ll provide the total solution to your company’s 
individual needs — tailor made, one-stop shopping. 

In one integrated package, we’ll consult with you, plan 
and construct your LAN, WAN and Intranet. Your local NTT 
base will take charge of the equipment and its upkeep. 

We'll manage your computer network. Or you can out- 
source ~ we'll take on your staff and assets, invest in more 
and run the network for your company. 
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THE INTERNET IS A BIGGER PART OF YOUR BUDGET BUT 
ARE YOU HAPPY WITH THE SERVICE? 

20 years ago, our R&D began research on strands of 
glass fibre that could carry light waves. Today fibre optic 
cabling can transport phenomenal amounts of data. A single 
pair of fibres, each the width of a human hair, can transmit 
more than 10 million million bits of information per second. 

Certainly we have invested heavily in optical fibre, laying 
networks throughout Japan. 

An invaluable experience because many networks 
around the globe are not up to carrying such traffic. 50 million 
Internet subscribers will be 500 million by the 21 st century. 

As an IT director are you happy with current systems? 
NTTs High Speed Internet Backbone, in the final stages ot 
development, can transfer the information contained in one 
year s subscription to this newspaper in a single second. 

CAN WE CONTRIBUTE TO YOUR COMPANY’S EXPANSION 
IN ASIA AND THE PACIFIC RIM? 

Increasingly as Asia and the Pacific Rim come on stream, 
multinational corporations need access to the right technology. 


And importantly too, the right local knowledge. 
NTT can help you penetrate these markets 
and establish the most cost efficient links. 

We’re currently using our technological 
expertise in Hong Kong, Vietnam, Thailand, the 
Philippines, Indonesia and Singapore. A joint venture 
between NTT and the Shanghai Post & Telecommunications 
Administration is consulting on the new telecommunications 
services for China. 

Were also developing advanced multimedia systems ~ 
the Malaysian Multimedia Super Corridor is one of the most 
spectacular examples. 

This visionary project will have an IT City at the 
centre of a global multimedia hub. 

So you couldn’t have a better partner on the ground. 
No-one knows Japanese and Far Eastern systems like we do ~ 
we built many of them ourselves. 

But giving multinational corporations a foothold in 
Asia is just the beginning. 

It’s not only the workplace but education, culture, 
human development that's evolving in this Age of Information. 

Our president, Jun-ichiro Miyazu, has commenced, 
‘If we ignore the social change brought about by the aggressive 
progress of digital technology, we wont be able to find the 
real direction of the multimedia society.” 

To find and contribute to that direction is the future 
for the Nippon Telegraph and Telephone Corporation. Please 
contact http://www.ntte.co.uk. For more information. 


GLOBAL NETWORKING. WORKING WITHOUT LIMITS. 

© 

NTT 

NIPPON TELEGRAPH AND TELEPHONE CORPORATION 

19-2 Nishi-ShiojuJui 3-chome, Shinjuku-fcu. Tokyo 163-19 Japan. Telephone: 81 (3)5359-5111. 

LONDON - Paris ■ dusseldorf -geneva ■ Bangkok ■ beijing ■ hanoi ■ hong hong • Jakarta - kuala lumpur • Manila ■ shanghai - Singapore - new york • los angeles ■ mountain view . rjo de Janeiro 
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NEWS: ASIA-PACIFIC 


ASIA-PACIRC NEWS DIGEST 


LDP politician 
found guilty 


A centralised pensions scheme is intended to add liquidity to financial system J gpg 

Thais face compulsory savings 


Backing for Singapore bridge 


Malaysia's cabinet has approved the building of a bridge 
to replace the 74-year-old causeway, at present the only 
terrestrial link to Singapore. The move has considerable 
implications for air and road transport and provides a 
glimpse of the rivalry which underlies the two countries' 
relationship- 

Mr Samy Vellu. Malaysia's minister of works, said the 
new bridge and demolition of the causeway would allow 
ships to sail through the narrow strait. 

Singapore's cabinet has yet to make a public its stance 
on whether the 1.2km causeway, often chronically 
congested, should be demolished to make way for a 
bridge. James Synge. Kuala Lumpur 


Pakistan to withhold subsidies 


Pakistan's package of economic reforms, due to be 
announced this week, may include sweeping proposals to 
cut losses in the public sector by putting it under "zero 
budgeting", a senior government official said yesterday. 

Under the plan, the government would withhold 
subsidies from the next ffnanriai year which begins on 
July l for most of the 250 public sector corporations and 
independent departments except for a handful of essential 
services. Farhan Bukhari. Islamabad 


Taiwan in hog disease assault 


Taiwan has called in army recruits to help cope with an 
outbreak of foot-and-mouth disease sweeping the 
country's hog farms and threatening to torpedo the 
country's fragile economic recovery. 


Officials said at the weekend the losses in exports 
would cut Taiwan’s total gross domestic product forecast 
for 1997 by half a percentage point to 5.78 per cent In a 
worst-case scenario, the outbreak could shave L4 
percentage points off economic growth. The cabinet’s 
Council of Agriculture said 3.5m head of hog might need 
to be slaughtered. 

Taiwan's agricultural sector accounts for about 3 per 
cent of GDP. Laura Tyson. Taipei 





By Ted Bardacke 
m Bangkok 


Mr Takao Fujinami. the leading figure in Japan's Recruit 
scandal, in which top politicians were bribed with cheap 
shares in as employment agency during the 1980s, was 
yesterday given a three-year suspended prison sentence 
and fined Y42.7m (8349.000). 

The guilt of Mr Fiyinami, a former chief cabinet 
secretary for the ruling Liberal Democratic party, is 
another dent in the government's image as its popularity 
sinks to new lows and the leadership of Mr Ryu taro 
Hashimoto, the prime minister, comes under attack in the 
press. The Tokyo High Court declared Mr Fujinami guilty 
of receiving bribes, overturning his acquittal by a lower 
i court three years ago. William Dawkins, Tokyo 

• Japan's diffusion index of leading economic indicators 
turned negative in January, ending a run of four positive 
months, but economists said the trend was still positive. 
The index, calculated from 13 component indicators, stood 
at 44.4 per cent, down from a revised 63.6 per cent for 
December. 

A figure below 50 per cent indicates a negative outlook 
for business. Be than Hutton, Tokyo 


A new rescue package will 
begin to prop up Thailand's 
battered financial markets 
this week when the country 
takes its first cautious step 
towards a system of compul- 
sory savings. 

From Thursday a new cen- 
tralised Gove rnmen t Pension 
Fund (GPFJ worth about 
BtTtbn ($2-7bn) will replace 
the old civil service pension 
system and begin operations 
as a privately managed 
autonomous entity. Three 
per cent of government 
employees’ salaries will be 
automatically withheld and 
the government will match 
that amount with contribu- 
tions to the fond. 

By September, all 60 of the 
country’s state enterprises 
are required to do the same. 
Private companies receiving 
new government privileges 
ranging from investment 
incentives to stock market 
listings also must set up 
compulsory savings schemes 
with employer and employee 


contributions ranging as 
high as 15 per cent of total 
wages. 

Under normal circum- 
stances the moves to boost 
personal savings would be 
bailed as a certain long-term 
cure for one of country's 
most pressing structural 
weaknesses: a huge current 
account deficit, compounded 
by one of the lowest house- 
hold savings rates in Asia. 

However, with financial 
and property companies 
going bust and the baht 
under periodic attack, times 
are not normal in Thailand 
Savings from government 
employees, amounting to 
about 15 per cent of the 
country’s monetary base, are 
therefore being pressed into 
emergency service to help 
ball out the sagging property 
sector, providing much 
needed liquidity to the finan- 
cial system and, eventually, 
boosting th£ flagging stock 
market 

No private fund managers 
have yet to be appointed for 
the GPF. suggesting that 
government officials can ini- 


tially determine where the 
money ends up. Some is 
likely to remain in the fiscal 
reserves (money left over 
after a decade of budget sur- 
pluses) until financial 
authorities are assured that 

T hailand wOI UOt TUU ft bud- 
get deficit in 1997; none of it 
will end up in the stock mar- 
ket later this year. Min- 
istry of Finance officials say. 
Some will be put on deposit 
with commercial 

Much of it wiD be used by 
government-guaranteed 
bonds to raise money for the 
country's BtiOOhn property 
bail-out fund while this is 
convenient for the stability 
of the overall financial sys- 
tem, it is dangerous for the 
eventual size of the GPF 
itself because some current 
government employees, for 
whom participation in the 
new scheme is voluntary, 
are hanrfwg at handing over 
their money to property 
developers. 

"I was going to sign up far 
it until I heard they were 
going to give the money to 
property speculators." says a 
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By Owen Mfasuu k Tokyo 








dhrfl servant at the Ministry 
of Interior. 

"Now Tm not sure what 
I’m going to do.” 

The view is echoed 
throughout the underpaid 
dvU service and by many in 
tbs better off private sector 
as year-end bonuses shrink 
with the economic growth 
rate. After several years of 
rampant consumer spending 

- much of it faded by credit 

- and a 50 per cent decline 
in the level of -household 


savings, it is believed many 
Thais no longer have the dis- 
cipline or desire to save on 
their own. 

The new schemes aka to 
correct that. A recent central 
bank study found that the 
savings habit is contagi ous: 
households which already 
participate In. provident 
funds save more la other 
ways than households 
which do not have some 
form of automatic savings 
plan. 


Victoria to split gas 
sector prior to float 


Tung attacked 
on task force 


By Nikki Tait in Sydney 


Victoria’s conservative state 
government, which pio- 
neered the sale of publicly- 
held electricity assets in 
Australia, yesterday outlined 
plans to split the stale’s gas 
industry into separate retail 
and distribution businesses 
- a precursor to privatisa- 
tion. 

The former Gascor monop- 
oly will be divided into three 
new businesses, each con- 
taining a retail and distribu- 
tion arm. The retailers will 
be known as Ikon energy. 
Kin etic Energy and Energy 
21, while the distributors 
will be Westar, Stratus and 
Multinet. 

The gas transmission bum- 
ness, which has already been 
formally split out from Gas- 
cor into the “Gas Transmis- 
sion Company", will also be 


divided into two units - a 
pipeline division, and a “gas 
transmission system opera- 
tor" unit, which will be 
charged with balancing the 
gas wholesale market 

The Victorian government 
first outlined plans for gas 
privatisation last year. As 
with the electricity industry, 
privatisation is to go band in 
hand with progressive 
deregulation of the sector, 
aiming for full competition 
in -small business and retail 
customers by mid-2001. 

However, Mr Alan Stock- 
dale. Victoria's treasurer, 
acknowledged yesterday that 
a big difference with electric- 
ity restructuring was the 
lack of infrastructure to pro- 
vide “upstream competi- 
tion". “Investment connect- 
ing the New South Wales 
market and Victoria is there- 
fore a high priority,” he said. 


p ointing tO plans for intar . 

connection between Affray 
and Wagga and the develop- 
ment of the eastern gas pipe- 
line. He also said that 
studies had indicated “signif- 
icant potential” for under- 
ground gas storage at Post 
Campbell, west of Mel- 
bourne. 

• Australia’s federal coali- 
tion government yesterday 
announced plans for a , 
“small business innovation i 
fund" - under which the j 
government will make 
A$130m (5102m) available to 
assist small technology re- 
lated companies. Private 
fund managers will be 
required to wmtrii contribu- 
tions on the basis of AS1 of 
private capital for each A St 
contributed by the govern- 
ment. 

News of the landing came 
as Mr John Howard, prime 
minister, outlined a package 
of proposals aimed at help- 
ing -the “small business* sec- 
tor. Companies employing 
less than 15 people will be 
exempt from unfair dis- 
missal provisions when they 
initially take on new 
employees, for example, and 
there will he relief for 
smaller companies from the 
time-consuming fringe bene- 
fits tax filing requirements- 


appointment 


By John Ridding 
In Hong Kong 


i Mr Tung Chee-hwa, Hong 
; Kong's future leader, has 
I come under criticism for his 
a ppo intm e n t of a prominent 
pro perty surveyor to bead a 
>««if force an housing. 

The Democratic party and 
several newspapers charged 
yesterday that the appoint- 
ment of Mr Leung Chun-y- 
ing represented a conflict of 
interest and raised concer ns 
about the maintenance of a 
level playing field in the ter- 
ritory’s business sector. 

The party also warned 
that the move to set op task 
forces an bousing, education 
and welfare, all headed by 
members of Mr Tung’s exec- 
utive council, an advisory 
cabinet, risked undermining 
civil service policy secre- 
taries. ' 

“They will be worried 
about whether they will 
remain responsible for poli- 
cy-making and whether 
their work will be under- 
mined,” said Dr Tenng Sum, 
vice-chairman of the Demo- 
cratic party. 

Dr Tenng said Mr Leung 


shook! resign from Ms prop- 
erty surveying company, 
which he founded in .1998 
after leaving Jones Lang 
Wootton. “It is not a ques- 
tion of Mr Leung’s integrity, 
it is a q ue sti on of whether 
these matter* should just be 
based on trust," he declared. 

Announcing his decision 
to set np policy task forces 
at the end of Iasi week. Mr 
Tung dismissed the risk of 
conflict of interest, He 
argued that the studies 
would focus on long-term 
strategies and- would not 
benefit individuals. 
“Because It is a macro- 
study, conflict of interest 
does not exist,” Mr Tung 
said. “We win make sure 
there is no conflict of inter- 
est” 

Mr Tung, who has died 
the territory’s housing 
shortage as one of his main 
concerns, denied he was 
moving towards a ministe- 
rial system of gov er n ment. 

- “This does not deviate 
from the terms of reference 
for the executive cotmcil in 
providing the chief execu- 
tive with informed views,” 
he said. 


Tim atari of tha - uni 
yesterday of three drop 
company mxt&m mmi 
^promoting the sateofHIV- 
A flWanilnJifa irt hhyyl Bft d yiHs 

h*s higfitfcbted BwpSStof 
2£Q0 heemophffiam said to 
ha«n hem tefected wi tfa the 
vtwsm titowe o*: . 

The caae is 1 floaty to refr 
nft* public anger bear the 
government - * failure to 
enforce standards for blood 
products, and lead to JUrther 
CM* again* those odd to 
ha vs been .involved in 
administ ering tainted blood 
in ti» arid- to late 19K&. 

- Urn three accused, all for- 
mer presidents of Green 
Cross, formerly -known as 
Japan Blood. Bank, ploeded 
guilty at the Osaka court . 
yesterday to protewtaaaf 
negligence charges, tending 
to the Aids-related death of a 
flyer-ailment patient from 
blood prod uc t s arid to have . 
been HIV-tainted and sold in 
the 1960b. - r 
The three menare the first 
corporate executives to face 
criminal prosecution over 
the scandal In Japan. . Two 
other psndtog cases are tar- 
geted at the alleged fkthire' 
of Heath Ministry bureau- , 
erats to hall -the sale of 
unsafe blood products, -.i; . 

Urn case focuses on the 
alleged infection In M88 and 
subsequent death of one. 
man. Given the vast network 
vt Jhpanast.TOdlcU- -«Bafer* 
rad doctoro involved in the 
sale and administering of 
Mood pr o d u cts in the - 1980s, 
the case is fihety to art an . 
important precedent 
The three e—outt vra. Mr 
Renzo MataashHa, Mr 
Tedakazu Hegesuyenza and 
Mr TSkehOeo Kawann, are ; 
said initially to have told 
investigators they knew of 
the risk of infection from : 
unhealed blood products, 
but were not aware the prod- 
ucts could' lead to such a 
“wide spread* - of tflVJnfocs 
tfon and reeultin deaths. . 

Green Cross has already 
agreed to pay more than 
Y20bn (5163.3m) in out-of- 
court settlements. 

In related cases. Dr Take- 
shi Abe, an expert on haemo- 
philia and former head of a 
government task force on 
Aids in the 1980s, and Mr; 
Akihito Matsumura. former 
chief of the Health: Minis- 
try’s di vision In charge of 
regulating blood products, 
foce similar charges of pro- 
fessional negligence. Both 
men have pleaded not guilty. 


Unease on KL property boom 


The market 
looks set for 
oversupply, 
writes James 
Kynge 
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A STOPOVER IN SEVILLE CAN SATISFY A PASSTON 
FOR THE MOST PALATIAL OF LIFE'S TREASURES 


"The capita 1 of Andalusia is arguably the most beautiful city in Spain. Its hidden 
delights and unique character arc joys shared by its people and its visitors. 




T he last people to pre- 
dict a property glut 
are often those who 
sell property. 

In Malaysia, real estate 
agents, just like their coun- 
terparts elsewhere, are 
employing characteristic 
understatement in describ- 
ing the market Others are 
rather more blunt 
“When you can see 10 or 
15 construction cranes from 
your office window, don’t 
tell me that doesn’t spell 
trouble,” a senior exec u ti v e 
at a foreign bank in Kuala 
Lumpur said. 

Some in Malaysia’s cap ita l 
wonder if they are watching 
the foundations being laid 
for the type of property 
slump which has hit Bang- 
kok and is sending ripples of 
unease through Thailand’s 
financial sector. 

Analysts say that while 
Malaysia's real estate mar- 
ket looks set to encounter 
chronic oversupply in some 
areas, its wider economy is 
better able to cope with the 
consequences than Thailand, 
But memories of Malay- 
sia's own property debacle of 
the mid-1980s, which forced 
Bank Negara, the central 
bank, to bail out some com- 
mercial banks, are being 
revisited. 

i “Let us not forget the 
! trauma of the mid-1980s,” Mr 
I Ravin dra Dass. executive 
chairman of Dass, Lee and 
Mohamad, property consul- 
tants, warned a conference 
yesterday. 

“We do not want repeat 
performances of empty skel- 
etons of office skyscrapers or 
unkempt, abandoned hous- 
ing schemes dotting our 
urban fringes," added Mr 
Dass, who for 21 years until 
1990 was the director-genaal 



of Valuation and Property 
Services in the finance min- 
istry. 

The worst-hit sectors are 
likely to be office buildings, 
luxury c tmdnffniniuma , shop- 
ping TwaUg and hotels, ana- 
lysts say.' 

Some of the figures are 
alarming. Office space in 
and around Koala Lumpur 
currently stands at around 
38m sq ft, but 93 buildings 
are at present under con- 
struction which are due to 
add a farther 34.7m sq ft by 
1998, according to official 
statistics. This compares 
with an annual take-up rate 
of less than 3msqft annu- 
ally. 

This bleak picture will be 
exacerbated if several pres- 
tige projects, which have 
won government approval, 
all came on stream as 
planned. 

Some precincts of a large 
new administrative capital. 
Putrajaya, are scheduled to 
be ready for Dr Mahathir 
Mhhamad, the prime minis- 
ter, to move into as his new 
offices by September 1998. 
The world's longest building, 
the 2km-Iong Gigaworld, is 
planned to be built in central 
Kuala Lumpur by 1999. its 
developers say. 

There is already a glut of 
retail space. But the 
I4msqft at present in ser- 
vice could soon be dwarfed 
by the 20msqft shopping 
malls which are planned to 


be built over the -next four 
years. 

Prices of many quality 
condominium units have 
already follen. by J 10-15 pea: 
cent in Kuala Lumpur; some 
apartment blocks are . sad- 
dled with occupancy rates of 
about 30 per cent eight- 
months after the first ten- 
ants moved in. Yet about 55 
condominium projects 
remain under construction 
and many more are planned. 
Other areas of the housing 
market, however, are consid- • 
ered secure. - 

Some local real estate 
agents acknowledge that the 
situation Is “challenging” 
but others remain optimis- 
tic. CH Williams TaJhar 
Wong predicts that office 
vacancy may climb to .20 pet 
cent by the end of the year, 
from 5 per cent now. Ovmafi, 
however, the property mar- 
ket will remain “stable” this 
year, the company predicted. 

If a glut does occur, Malay- 
sia is considered better 
equipped to deal with the 
financial fallout than Thai- 
land. Unlike in 'Thailand, 
which is defanfing its cur- 
rency by keeping interest 
rates high, Malaysia's. ring- 
git has been showing an app- 
reciating trend. 

This allows the central 
bank. Bank Negara, consid- 
erable latitude to : lower ; 
interest rates, which are at 
relatively high levels. Such 
an action would toad to re- 


invjgorate a felling property 
market 

Another key difference 
‘ between' the two neighbours 
' is their general economic 
health. While the wider Thai 
economy is in' the grip of 
lower growth rates. Malaysia 
has just recorded its ninth 
• consecutive year of gross 
domestic product growth at 
above. 8 per cent Its manu- 
facturing sector remains 
buoyant as does inward 
investment 

But where the. two coun- 
tries may be simflar is In the 
exposure of their h»nic« to 
.property debt. Lending by. 
Malaysian banks for con- 
struction,. real estate and 
- housing' was the most active 
area of business last year, 
rising 27 per cent, official fig- 
ures show, ' 

- Officials said that hanks' 
landing to property-related 
projects accounts for nearly 
30 per cent of their total 
loans - a significant propor- 
tion. v 

. hi a disturbing echo of the 
conditions which led to the 
mid-1980s slump, companies 
with little natural affinity 
for property developments 
are Jumping on thefcanfc 
wagon* •••„ _L- 

**We aee chocolate mfiKety; 
furniture make®, flour ra3J- : , 
ers. plantation companies 
and a motiey crowd of aohr 
property people 'diversify- 
ing 1 Into property,” said Mr 
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' NEWS: UK 


Decision on link between British Airways and American is postponed 

Bid rulings delayed by election 


The C ommunist Party of Britain, one of the party would stand in three districts to urge 
parties that emerged from a split in the the “elitist Labour leadership” to adopt 
jormer Communist party, published its eleo- “socialist policies in the interests of the 
non manifesto yesterday and backed the working class". In its heyday in the 1950s 
policies of the Labour party. the British Communist party sometimes put 

But officials refosed to support Mr Tony up 100 election candidates, and for a time 
Blair, the Labour leader. They said their had three MPs. 


By Devfd Wighton, 

Political correspondent 

Bass, the brewing group, 
will have to wait up to three 
months for the government's 
verdict on its bid for rival 
Carlsberg-Tetley after Mr Ian 
Lang, chief industry minis- 
ter. yesterday confirmed be 
win make no decision before 
the general election on 
May 1. 

Also delayed until after 
the election will be rulings 
on the P&O and Stena ferry 
merger and the merger 
between Klaus Jacobs and 
Societe Centrale, two leading 
suppliers of bulk chocolate. 

Mr Lang said he would 
make no rulings on the 
Monopolies and Mergers 


Commission reports on the 
three deals or make any 
decisions based on advice 
from the director general of 
Fair Trading on British Air- 
ways' proposed alliance with 
American Airlines. 

Mr Lang said the morato- 
rium was in line with the 
Cabinet Office general elec- 
tion guidance, published last 
week, which prevents minis- 
ters from taking significant 
decisions during the election 


campaign. Only in a few 
cases where statutory dead- 
lines are Involved will the 
secretary of state take deci- 
sions on whether or not to 
refer merger cases to the 
MMC after the dissolution of 
parliament on April a 

Bass yesterday expressed 
disappointment at the ruling 
which some analysts said 
reduced the chances of the 
deal be eventually cleared. 

They said a Labour gov- 


ernment, which is co mmi t, 
ted to taking a tough line on 
competition policy, might 
look less favourably on the 
merger. Analysts said an 
incoming Labour secretary 
of state would want several 
weeks to study the cases, 
possibly delaying a decision 
until July. 

The Department of Trade 
and Industry received the 
MMC’s report on Bsss/Carls- 
berg-Tetley yesterday. The 


reports on P&O/Stena and 
Klaus Jacobs/Societe Cen- 
trale are due on April 4 and 
April 17 respectively. 

The department said yes- 
terday's statement was 
"intended to reduce uncer- 
tainty for business about the 
timing of merger decisions 
in the election period”. 

Under UK competition 
rules, if the MMC concludes 
that a merger would not be 
against the public interest, 
the secretary of state must 
approve it. The announce- 
ment normally follows four 
to six weeks later. But if the 
MMC expresses concerns, 
the secretary of state has 
powers to clear the bid, 
block it or impose condi- 
tions. 


Central bank 
may head off 
inspector army 

‘Camel’ system assesses level 
of risk before action is taken 
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E very limp a UK h ank 
fails , banking supervi- 
sors come under pres- 
sure to tighten their proce- 
dures to avoid any 
recurrence. 

But the banks in their 
charge remain anxious in 
case tighter supervision 
should turn into the barrage 
of inspection teams common 
in the US, or into the tidal 
wave of administrative 
forms favoured by some 
European bank regulators. 

With its proposals for a 
new risk-based system for 
assessing banks, the Bank of 
England, the UK central 
bank, hopes to tread the line 
between these two dangers, 
adapting the intensity of its 
supervision to the risk pro- 
file of each bank it oversees. 

A bank assessed as high 
risk might have to go 
through the supervisory 
wringer as often as every six 
months, while a low risk 


bank might face the same 
scrutiny only once every two 
years. 

The new Bank of En gland 
framework, contained in a 
consultative paper published 
yesterday, uses as its 
starting point a quantitative 
analysis labelled Camel, 
which stands for Capital, 
Assets, Market risk. Earn- 
ings and Liabilities. To this 
is added the central bank's 
qualitative assessment of 
each Institution's business 
risks, incl uding operational, 
litigation or reputational 
risks. Finally, supervisors 
will assess the controls, 
organisation and manage- 
ment of each bank. 

The assessments will be 
carried out partly from docu- 
ments which are, for the 
most part, already submitted 
as part of the supervisory 
process, but also from a 
more intensive programme 
of on-site visits to meet 


senior management at group 
level and in all significant 
business units. 

Mr Michael Foot, head of 
banking supervision, said 
the central bank might even- 
tually refine its assessment 
of these nine factors into a 
numerical grade similar to 
the Camel ratings used by 
US supervisors, although the 
US Camel is made up of dif- 
ferent elements to its British 
cousin. 

Mr Foot's own preference 
is for two grades: one repre- 
senting the quantitative ele- 
ments, and one for the more 
qualitative components. 

If the Bank of England 
does adopt a numerical 
rating, it will be used inter- 
nally by supervisors, and not 
disclosed, as in the US. 

Many of the elements in 
the proposed new supervi- 
sory framework are already 
used in practice, but Mr Foot 
hopes the rates framework 
will ensure that all supervi- 
sors are measuring the 
banks in their charge by the 
same yardstick. 

The one hole in the pro- 
posed new framework con- 
cerns the activities which 
fall outside the central 
b ank' s own supervisory 
aegis, either non-banking 
businesses such as fund 
management or operations 
which are already super- 
vised by regulators outside 
the UK. 

The Bank of England now 
has a growing number of 


memoranda of understand- 
ing in place with regulators 
in many countries, but 
co-operation is still some- 
what patchy. 

Singapore, the site of the 
renegade futures trading by 
Mr Nick Leeson which led to 
the collapse of the Barings 
investment hanking group in 
1995, has been a particular 
problem for regulators seek- 
ing co-operation. 

The new framework has 
already been tested an two 
hanks, one a relatively sim- 
ple organisation and the 
other a mare complex group. 
The more complex of the two 
has required much more 
intensive supervision than 


in the past, involving 28 sets 
of meetings. There is some 
concern that this pattern 
could be repeated across the 
sector, resulting in a much 
heavier supervisory burden. 

But most banks appear 
satisfied that the Bank of 
England does not intend the 
extra on-site visits to turn 
into the sort of inquisitorial 
audits carried out by US 
bank supervisors. 

Testing is now to be 
extended to 20 more banks 
this year, and the Bank 
hopes to adopt the system 
for all banks incorporated In 
the UK from 1998. 

George Graham 


Housing 
loans are 
converted 
to bonds 

By Edward Luce in London 

NatWest Markets yesterday 
converted almost £lbn 
($1.59bn) worth of British 
housing association loans 
i into bonds in the largest 
securitisation exercise so far 
under the government’s pri- 
vate finance initiative. 

Over 38.000 loans to 1.000 
housing associations were 
transferred from the state's 
books to NatWest Markets 
and converted into securit- 
ised bonds. The bonds, 
which will have an average 
maturity of 28.6 years, win 
be backed up - or collateral- 
ised - by future repayments 
on the loans. 

“This is the largest securi- 
tisation of public assets so 
far," said a banker in Lon- 
don yesterday. “The next 
big securitisatiou will prob- 
ably be the government's 
student loan portfolio." 

The deal involved the 
transfer of the state’s out- 
standing loans to about half 
of the country’s 2,housing 
associations. The associa- 
tions, public bodies set up to 
provide affordable boosing, 
service the loans with a mix- 
ture of rental income and 
government housing subsidy 
paid to tenants. These pro- 
ceeds win now go towards 
servicing the bonds. 

Officials at NatWest said 
that the loan repayments 
will be channelled to an 
independent holding com- 
pany which win operate as a 
charity. The holding com- 
pany. Orchardbrook, will 
service the debt 

The largest tranche of the 
bond sale was priced to 
yield 60 basis points more 
than long-dated UK govern- 
ment gilts. A basis point is a 
hundredth of a percentage 
point. Another £11 5m 
tranche, which was set up to 
deal with the proceeds of 
unexpected pre-payments of 
the loans, was priced to 
yield 80 basis points over 
gaits. This was designed to 
compensate investors for the 
risk of the bond maturing 
earlier than expected. 


Details, Page 22 


UK NEWS DIGEST 

$lm award to 
former Name 

A former Lloyd's or London Name has won £670.000 
($l.06m) in damages from the accountants who failed to 
advise frtm on the risks he faced by investing in certain 
syndicates in the insurance market. 

An antiques dealer and bookseller for 40 years, Mr 
Keith Fawkes-Undenvood was one of thousands of Names 
- individuals whose assets have traditionally supported 
business at Lloyd's - who suffered heavy financial losses 
from their involvement with the insurance market in the 
late 1980s and early 1990s. 

During that period. Lloyd's lost more than £8bn as a 
damaging spiral of reinsurance exacerbated the effects of 
a string of natural catastrophes and huge long-term liabil- 
’ ities from pollution and asbestos claims in the US became 
apparent 

A High Court judge said yesterday in London that Mr 
Fawkes-Underwood's accountants, at first Hamiltons but 
later Hereward Phillips after the two companies merged, 
should have queried his portfolio of Lloyd's syndicates 
while providing advice on his affairs at the insurance 
market "He had been ill served by his members' agents." 
the judge said. “He had a very dangerous syndicate list. 
He needed independent advice.” 

The judge added that this case did not have any bearing 
on the roles of accountants in general or Lloyd's mem- 
bers' agents, the companies responsible for handling 
Names' affairs. Christopher Adams 

■ DISTILLERIES 

Ban on sale of clear ‘whiskey’ 

Glen Kella, a clear alcoholic spirit distilled on the Isle of 
Man. off north-west England, from genuine Scotch whis- 
kies cannot be sold as "Manx whiskey”, a High Court 
judge ruled in London yesterday. 

The judge concluded that its production process meant 
it fell outside European Union regulations governing 
spirits that qualify as whiskey (or whisky, if produced In 
Scotland). 

Most of Glen Kella's sales are in the Isle of Man, where 
it sells 20,000 bottles a year, and in Taiwan, where the 
company has recently concluded a deal to sell 12,000 bot- 
tles a year. 

The ruling marks a victory for the Scotch Whisky Asso- 
ciation which, alongside market leaders Allied Domecq 
and United Distillers, brought the case to protect the rep- 
utations of Scottish products. John Mason 

■ NUCLEAR WASTE DISPOSAL 

Underground lab staff to go 

The nuclear waste disposal company Nirex is to dismiss 
workers who would have helped build a new underground 
research laboratory at the Sell afield nuclear complex in 
north-west England. The company’s appeal against Cum- 
bria County Council's decision to deny p lanning permis- 
sion for the £200m ($318m) laboratory was dismissed last 
week by Mr John Gummer. the chief environment minis- 
ter. The laboratory would have been used to assess 
whether the area was suitable as the site for a new £l.9bn 
nuclear waste dump. 

Nirex would uot reveal how many workers it was dis- 
missing and would say only that the number was "signifi- 
cant." A total of 144 people, including 38 Nirex employees, 
work on the project Michael Peel 


Clare Bellwood 01 71 873 8234 


BUSINESS OPPORTUNITIES 

RBAD8R8 ABE RECOMMENDED TO SEEK APPROPRIATE PROFESSIONAL ADVICE BEFORE ENTERING INTO COMMITMENTS 

Fax 0171 873 3064 


Melanie MSles 01 71 873 3349 


0?Berkshire Consultancy Limited 

Potential Distribution/Storage Facility 
Strategically Located in the Severn Valley 

Our client, the In-House Bid Team, is currently bidding under the Ministry of Defence's 
Competing -For Quality Programme to operate a major storage facility strategically located dose 
to Junction 9 of the M5 and with access to the raO network. 

In accordance with the Ministry of Defence's Competing For Quality Programme and the Private 
Finance Initiative, there is dear potential for the joint-use of the site as part of our client's 
proposal for an innovative solution covering its future development, organisation and operation. 
Our diant is therefore looking at this stage to identify, on a strictly without commitment basis, 
companies interested in locating in the area or in developing a strategically located facility. 

Our dfent anticipates that, in the event of its bid being successful, joint-occupation and/or use 
could be avaBabte from the end of 1997, particularly where the requirement Initially is for open or 
limited covered storage. However, requirements for purpose-built or secure accommodation 
could also be considered 

Interested companies are asked to contact for an Informal tfiscussion, on a strictly confidential 
Mika Robinson, Director, Berkshire Consultancy Ltd Tel: 0118 988 3749 


March Investment Opportunities 

Pure Wines and Beers £125,000 

Corporate Tax Software £250,000 
Miniature Radar System £375,000 
Mobile Asset Security £300,000 

Mail Order Music and Video £500,000 
Millepede Cable Ties £100,000 

Chromatography Instrument £150,000 
Fire & Security (EIS Status) £500,000 
Bespoke Fishing Rods & Cases £25,000 

New Guide to Venture Capital (UK & Europe) 
1000+ sources capital. 1300 pages. 8th edition 
Investor & Entrepreneur Workshops 
Investing & raising capital, deal structure, case snuiies 

Details in VCR’s moodily Report 
VLK ) Trial subscription available 
lim - J to Hwestas TM: 01865 784411 


The Shop that NEVER, stops 
Parmer wogW » take 

natorhv tlu«? in ltmc*vwvc 

«hfcti employ* On totemo. 

J**rahinp am) nrtail media 10 
«■*« fashion. travel, music, 
auenainacni and lifestyle to a 
definod and receptive audience wiib 
swewwaprtwfcaL . 

marc tafonwoion, »mfc to: 

. 8 « 85137 , Financial Tinea, 
One Southwark Bridge, 
Loudon SOWL 


To VLorlko 
'toor l.KT.ll NotHT* 

I'icasr contact 
Melanie Mile-, on 
Tel: -44 0171 S7.< .v-1 V 
I -,44 017 1 NT* .1(104 


BUSINESS OPPORTUNITY 


Rctahlfahe d. successful and 
profitable Midlands Transport 
business operating in the UK, 
£lm T/0 fe searchi n g for as 
individual or company 
partner to boost expansion. 

Ail proposals will 
be considered. 


Box BSlM, PtemcSal Thwo, 
One Southwark Bridge. 
Loudon SE1 WL 


PROJECT and commercial 
kmrino mMSo to LK and 

intonation* dtonts. 

Anglo American 
Group Pie. 

Tel: 01824201 3S5 

maw got 377 tt 


EXPERIENCED 

Senior Part-Time 
ft wnmpoionan 

for small growing 
skilled manufacturer 
to replace my 
partner “retiring* 1 . 

Write to: Box BOSS, 
Ffaundil TSan, 

Om Sou thwar k Bridge. 
Latvian BD BHL 


Outstanding United States Hotel 

Investment Opportunity) 

145 room Hotel in Np* Jersey. ,5 
minute drive (rum Now York City. 
Rooms In sooelant conMflon. 
Strong cash business wBh no! 
blooms fat boom* of 

USS1JXXUXXL Aating 1WW 

miffioii. WWhsipwitti immigration 
p&pect E McaoBuy. Pteasa 
V$xy Oa wd a p uni at 
( 21 ZJ 790-2 780 by tux or wn tel at 


PATENT GRANTED 

In Ell. USA natent pending. 

Innovative professional gronnd- 
eut product, with no credible 
competition. Proven worldwide 
sales. 

Serious Financial Parmer sought 
to maximise huge potential & 
develop home user model, 
please reply to; 

Bn B5EB, Ptasudal Hu**. 

One SaafbHWlt Brides, London 5 B 3 WL 


CALL FRANCE on* I9p*n>" 
018146050*1 RsxrOlto 480S073 


WANTED TO BUY ■. 

Quantum Groups' Funds 

Annuat Reoorta. O <der-coptes 

basti Fsocnam»kyaar t a$7 
Annual Reports Library 
FWO 011 -415-421-2644 



Producing annual rent roS of approximately 

£400,000 rising to £450,000. Easily 


managed, very secure Investment In 

London bricks & mortar. 


PRICE: C4J25 million 


Tele: 0181 509 1901 


YACHTS & 
POWERCRAFT 


BUSINESS SERVICES 


POLAND 

Is an expending emerging 
economy. We are seeking USA, 
UK or EC companies interested 
in developing links with Poland 
through Acquisition, 
Investment, Join! Venture or 
Licensing. We have contacts in 
Textiles, Chemicals, 
Engineering, Wood based and 
Food & Drinks. Please fax your 
interest and 
we will contact you to 
-g rran CT- meetings. 
Management Catalysis Ltd - 
7A Church St, Sooth well 
Notts -NG25 0HQ- 
01636 816211 


Call centre capacity 

A medium size call centre 
with spare capacity of 400- 
600.000 calls pa is looking 
for suitable joint venture 
or similar arrangemenL 
Exceflent software 
capabilities, human, and 
inter-active voice response 
and well-trained staff 
with provan sales and 
customer care skills. 
Please write with 
prefim details to: 

Ben B5075. financial Tmes, 

Ore Southwark Bridge, London SE 1 BHL 


Gujarati {Indi.im 
Vegetarian Lucratiu' 

uileriiis. restaurant in 
London lf.(. ’ I - Easv hour* 


Seek working partner 
to invest or 

outright sale considered. 

Principals only. 

Write to; Bos BS139, 

Ffoandal Time*, One Soatfawsilk Brfctp, 
Looted SE19BL 


PRODUCT OPPORTUNITY 

Profitable, accelerated 
materials handling & 
distribution systems for 
the next millennium 


A licensing opportunity In 
manufacture & marketing 
M- 01353 665577 
Fax- 01353 662684 
-AsktorVo”- 


hannel Islands 

Full Offshore Incorporation 
& Administration. 

Trust Establishment. 
Payroll Systems / Banking 
Facilities for Ex-Patriales. 
For details & appointment 
write: 

Cray Trust Limited, 2nd 
Floor, 

34 David Place, St Heller, 
Jersey JE2 4TE 
Tel: 01534 878774 Fax: 

01534 35401 
E.Mailjroytr st@ itl.net 


7lona 

Motor hrtt Bdflt In 1987 
lor m/ii ' pan pta cm 
C**e»p«*r nftaa - taw, nd jMn 


lit 


ToL- -44 U> T71 KX &5&R 

ffcK -44 fo) 171 tot 


READERS ARE RECOM4ENOED TO 
SES< APPROPRIATE PROFESSIONAL 
ADVICE BEFORE ENTERING INTO 
COMMITMENTS 


AUCTION 



Ftp Safe by Private Beaty 

eqtipmu* no longer required In tha continuing operations at 

McDnraaJI Doogte 

MWHI SAflDd Pretrio CO. USA 

7 GEMC0RE RIVETING SYSTEMS 

Models B-900-BCHV 6tVB6fl44 (all 1986) 

ton Ini coK*f 'txrxivm pnrsth contta 


ORMAN LEVY ASSOCIATES, INC. 

( ( >u : VI In'* . I r!.'| iIkimi; 0121).? (o2 277 I :,x (H7H3 <>.%2 226 


CONTRACTS & TENDERS 


NOTICE FOR PUBLICATION 

HM Customs and Excise issued a notice in the 
Official Journal of the European Commission on 
19 March 1997, requesting tender applications to 
contract for the provision and management of 
training facilities, ' including residential 
accommodation and (optional) conferencing 
facilities within the UK- 

The deadline for receipt of applications is 17.00 
hours on Friday, 25 April, J 997, 

Full details of the Notice can be obtained from 
HM Customs & Excise by faxing your request to: 

Mrs K Cobb, HMC&E, Training Services Division, 
Southend on Sea, Essex. SS2 6EB 
Fax No: 01702 367598 
OR 

Mr K Bratiey, HMC&E, DFU, 

Ralli Quays, Salford, Manchester M60 9LA 
Fax No: 0161 827 0270 





ELITE PRINTING * ELITE PRINTING * ELITE PRINTING 
of 

, Switzerland 

High Quality Printing 

Letterheads, Business Cards. Envelopes. Brochures. Folders 
and all other requirements 

Enhance your Corporate Image 

with 

Sculptered Embossing. Blind Embossing. 
Multi-Coloured Foiling. Four Colour Printing 
Artwork, Logo Design 

Prices very low 

punctual worldwide shipping, ask for quotes 
lax us at +41 1 790 10 34 

I BUmS PRINTING * ELITE PRINTING * ELITE PRINTING I 


WEYERHAEUSER INTERNATIONAL 
SALES CORP. 


IN TACOMA, WASHINGTON U.S.A. 

EXPORTING QUALITY 
SOFTWOOD LUMBER AND PULP 
FROM THE UNITED STATES 
For further inquiries, please call 
Pulp-41 -22-849-581 1 
(Switzerland) 

Softwood Lumber area code (253) 924-2746 
(United Slates) 


DISCOUNTING OF 
TRADE DEBT 

Forfaiting facilities for the 
discounting of negotiable 
trade debt most 
countries considered with 
a preference for Africa, 
Americas, Asia Pacific 
and tha Middle East , 
bin country menu available. 

JPR Financial Accountants 
ESL1983 

Tel: 0121 554 9030 
Fax: 0121 5237199 
Authorised Forfaiting Agent 


LOCATION, 

LOCATION, LOCATION 


75 Cannon Street, 
or 

120 Old Broad Street 

Regua Link- peraonafeed 
telephone answering, fax and 
secretarial services. 

FuBy famished, staffed and 
equipped offices for rent by 

the day. week, month or yean 

A business address h the 
most prestigious locations. 

Tet (0171) 558 7000 


Vow outer to NnrYtfk «r Lomtoa 
frociSI iday. TdTtx/Mti] A more. 
TeL 212 972961? Fix 212972 9537 
V ianirf E-mail: irrffr Q 'y i rff igr a mp 
or hMp^/wwwjyofficr-gm 


BUSINESSES 

WANTED 


SUCCESSFUL 


London baaed Independent media 
pfanntrtg and buying company la 
looking for apportunlifca to expand 
througi arqutottlon c t atraUnr weU- 
cMabhahed UK runtponjvfea or 
advertising agendea. 

write tee Bwc BS 133. 


TELECOMMUNICATIONS 


SAVE ON 
INTERNATIONAL 
PHONE CALLS 


* DHtiW SwftctUngfRber 

Optic Unas 

• AT&T and Other NMworttt 

• Use from Home, Offlea, 

Hotels, C*U Phones 

• M Hour CustORMT Service 
Cal now tor New Low Ratos! 

Tel: 1J206.284.8600 
Fax: 1.206.270.0009 

Llnea open 24 hoursl 

H» Origin* 

kallback 
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NEWS: UK 


Ilinois group will make up to 500 vehicles a year for Wisconsin Central offshoot | uk economic digest 


US company to open rail wagon factory 



By Charles Batchelor. 
Transport Correspondent 


A US manufacturer of rail 
freight wagons plans to open 
a UK wagon-building works 
to make a total of 2,500 wag- 
ons over the next five years, 
it emerged yesterday. Thrall 
Car Manufac turin g Company 
is expected to build up to 500 
freight wagons a year for 
English Welsh & Scottish 
Railway (EWS), the offshoot 
of Wisconsin Central Trans- 
portation which took over 
most of the UK national net- 
work's freight business. 

This would mean the 


revival of UK wagon making 
which has largely died out in 
recent years. Most new wag- 
ons are imported from 
France and Finland. Manu- 
facture of the wagons, which 
is not high-tech, would cre- 
ate jobs. 

EWS ordered up to 250 
freight locomotives In May 
1996 from General Motors of 
the US because of a lack of 
competing offers from UK or 
other European suppliers. 

Mr Ed Burkhardt, EWS 
chairman and chief execu- 
tive. revealed the plans far 
the creation of the UK 
wagon building plant In an 


interview with Rail maga- 
zine. He said he expected the 
first of the new wagons to 
roll off the production line 
“within a year." 

"We'll have a detailed 
announcement within the 
next several months." Mr 
Burkhardt said. “We're 
looking for a site right now 
and while I have a pretty 
good idea where that might 
be I'm not in a position to 
say so at the moment 
because we've still got to 
make some deals." 

The wagons are expected 
to include enclosed “vans”, 
flatbed wagons used to carry 


containers and road trailers, 
vehicles for carrying steel 
colls and those for transport- 
ing track maintenance mate- 
rials and equipment. It is 
unclear whether EWS will 
take a direct involvement in 
the plant or simply be a 
launch customer for it 

It is also uncertain 
whether Thrall will opt for a 
greenfield site which might 
attract inward investment 
grants or choose to revive a 
redundant existing wagon 
works. 

“The UK wagon building 
industry has almost disap- 
peared over the last few 


years." said Mr David GiUan. 
director of the Railway 
Industry Association, repre- 
senting manufacturers. 
“This should be good news 
for the UK supply industry."* 
The largest UK wagon 
builder in recent times has 
been Powell Duffryn. but it 
closed most of its UK capac- 
ity a few years ago to con- 
centrate manufacturing in 
France. Other manufactur- 
ers with wagon building 
potential include Bombar- 
dier. the Canadian group 
which has substantial UK 
interests and builds passen- 
ger carriages at a former 


wagon works near Wake- 
field. RFSfE) has a former 
BR wagon works in Doncas- 
ter and W.H. Davis of Mans- 
field has recently supplied 
wagons to Indonesia. 

Thrall, which is based in 
Chicago Heights. Illinois, bos 
four manufacturing plants in 
Illinois and Georgia. It set up 
a European office in Glas- 
gow in 1955 and also in Scot- 
land has developed a proto- 
type “piggyback” freight 
wagon to carry road trailers 
an the UK rail network. That 
project was carried out at 
Babcock FacUiUes Manage- 
ment at Rosyth. 


no ‘boom-bust’ 


i 


Furniture leads steady I 


recovery in antiques 


A shortage deepened by strong exports is 
helping the trade to climb out of recession 


T he antiques trade is 
slowly recovering 
from the longest 
recession in memory. In the 
late 1980s, anything that was 
old managed to be sold - or 
so it seemed. In 1990, the 
good times stopped abruptly. 
Since then, there have been 
many false starts. Now there 
is hope of a more solid recov- 
ery. 

Not surprisingly, it is 
antique furniture that is 
leading the way in Britain. 
Furniture never shared the 
catastrophic decline in value 
experienced by paintings 
(and, to a lesser extent, sil- 
ver and ceramics), although 
prices for most 
run-of-the-mill pieces fell. 
For furniture made of oak 
and walnut, the fall was 
quite sharp. 

Now, perhaps on the back 
of the recovery in house 
prices, the trade is feeling 
much happier. The Antique 
Collectors' Club (ACC) has 
been monitoring the price of 
antique furniture for almost 
30 years. Its 1996 index finds 
values at a peak, with a 14 
per cent rise on the year. 
The attraction of furniture 


is that, unlike paintings, it Is 
practical. Since everyone 
needs tables, chairs and cab- 
inets, why not boy antique 
examples which are likely to 
appreciate In price compared 
with modem, department 
store variants which steadily 
lose value? Mr John And- 


It is easy for the 
unwary to be 
fooled by dever 
faking, and even 
objects offered in 
the catalogues of 
the most respected 
auction houses 
raise experts’ 
eyebrows 


rews, who compiles the data 
for ACC, sees no slackening 
in the price appreciation. 
One reason is the continuing 
decline in the amount of 
antique furniture available. 
Thousands of pieces have 
been exported over the past 
few decades, to the US and 
mainland Europe in particu- 


lar. Then, too, those inherit- 
ing collectable objects are 
now more likely to keep 
them, aware of their value 
and appreciative of their 
attractions. Not surprisingly, 
Mr Andrews expects an 8 per 
cent increase in prices 
across the board this year. 

As the market improves, 
the old certainties reassert 
themselves - notably the 
dominance of Georgian fur- 
niture. Late in the 1980s. the 
shortage of good examples of 
18th century furniture 
pushed the already strong 
interest in Regency items to 
greater heights and brought 
about a cult of Victorian, 
Edwardian and even later 
furniture. 

It was realised that certain 
19th century designers - 
notably Burges. Pugin and, 
in the early 20th century. 
Mackintosh - were produc- 
ing hand-crafted furniture 
comparable in genius to any- 
thing made in the earlier 
decades. The big names still 
command a tremendous pre- 
mium, but the price of 
Regency and Victorian furni- 
ture generally has not yet 
experienced the sudden 



Mr Kenneth Clarke, the chancellor of the exchequer, 
yesterday brushed away accusations that he waspushiap 
Britain intoanothor “boonrhusl*' cycle^ as. dfffefe) Agues 
showed that the country recanted its biggest balance of 
payments surplus for a decade late last-year; - 

The current account wns E873m ftl.4hn) to Ihfrhbdr "... 
during the fourth quarter of 199ft, the Offtetfor Natfonal 
Statistics said yesterday. In 1996 as a whole the current . 
account recorded a deficit of only £l4m. This ms the '. 
strongest performance since 1966, albeit flattered by tower 
payments **» European Union institutions. 

-A strong pound and rising consumer demand should . 
push tip the UK back Into deficit In 1997,’ predicted Mr > ; 
John O'Sullivan, analyst at NatWnt Markets! "Bui the ■ 
erosion will occur from a relatively healthy starting 
point". The improvement in tte cunvnt acenuniJaraeiy 
reflects a narrowing gap between impbrBund exports of '• 
goods and services, plus a growing surplus from net 
investment earnings. Inflows of investment aartingB . 
exceeded outflows by £2.6bn In the fourth quarter, up 
from £U9bn in the third. 

Mr Clarke said the data showed that "thJa time we have 
healthy growth which is not running into the balance of 
payments problems which caused past boons to tuna into 
busts". RotkrtCbaU 




OUTLOOK FOR JOBS 


Employers upbeat, survey reveals 


Michael Cowley, head of the furniture department at Phillips, the London auction house. 
One reason for high prices is the decline in the amount of antique fur nit ur e available 


Employer confidence about the outlook for jobs In thoseo 
ond quarter of the year is running at the highest level 
since 1990. says the latest survey of en^pteyinent prospects 
from Manpower, the recruitment group. 

The survey of 2.028 employers shows that for the three 1 
months from March to June, 26 per cent of employers ' 
forecast an Increase in job levels, with 12 per cent fore- 
casting a decrease - a balance of M per cent Manufactur- 
ing is the most confident sector, with • balance of 19 per 
rent. 

Ms Lilian Bennett, who chairs Manpower, said; “These 
figures are encouraging, particularly 
with the high-tech industries leading the field. Our ' 
respondents, however, remain concerned about akiiia - 
shortages, and the effect the strong pound is having on • 
exports." AkdtmBotper 


- '^>*1 
r--v W'4 

,,-T. s a 


Bi 




appreciation of 18th century 
pieces. 

At the top end of the trade, 
dealers such as Mr Stuart 
Whittington of Norman 
Adams in Knightsbridge. 
London, noticed the revival 
of interest a year ago. Confi- 
dence is continuing to build 
an the back of the property 
market, which is very strong 
for bouses above £500,000 
($795,000). Mr Whittington 
has just disposed of a 
mahogany dining table, 
made about 1795. for £25.000: 
in 1973, he sold the same 
table for £1350. 

Although turnover for the 
leading dealers dropped in 


recent years, their furniture 
rarely fell in price. Since 
I960. English furniture has 
joined French as an interna- 
tional commodity, sought by 
the mega-rich. Half of Nor- 
man Adams' business is out- 
side Britain, with north 
Americans the main buyers. 
And, like many dealers, it 
has been active in repatria- 
ting furniture that went 
abroad in the 1970s and 
1980s. 

In all antique collecting, 
however, only the finest 
examples, the authentic and 
the attractive, should be 
acquired. It is easy for the 
unwary to be fooled by 


clever faking, and even 
objects offered in the cata- 
logues of the most respected 
auction houses raise experts' 
eyebrows. 

If you need furniture, 
there are compelling reasons 
to buy antiques. It could not 
be easier. All the main Lon- 
don salerooms, to say noth- 
ing of every regional auction 
house of any repute, hold 
regular furniture auctions. 
Prior viewing and examina- 
tion are essential, because 
later restoration is almost 
inevitable on most 18th cen- 
tury pieces. 


■ CONSTRUCTION 

Surveyors warn of costs increase 
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Antony Thoracroft 


The Royal institution of Chartered Surveyors reported . 
yesterday that UK construction costs had “leapt over the 
past 12 months by 7.9 per cent". It warned that caste were 
likely to rise “at twice the current rate of inflation" over 
the coming two years. 

A separate report by the Civil Engtoeering Contractors 
Association said almost a third of companies covered by 
its workload survey were "experiencing some difficulty in 
recruiting skilled labour." More than 40 par cent of com- 
panies had reported a rise in order books' since March last 
year. This was double the percentage reporting lower 
activity. 

Forecasts' that UK construction activity will rise.hy 3 
per cent to 4 per cent this year have increased tears of 
shortages following deep cuts in production capacity dur- 
ing the recession. Andrew Taylor 
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Clare Bellwood 0171 873 3234 


BUSINESSES FOR SALE 

Fax 0171 873 3064 


Melanie Miles 0171 873 3349 



CALL FOR EXPRESSIONS OF INTEREST 
IN PURCHASING THE ASSETS OF 
“GREEK INDUSTRY OF READY MADE GARMENTS 
ROC AN AS BROS S.A.” OF ATHENS, GREECE 


ETHNDQ KEPHALEOU SA. Administration of Assets and Liabilities, of 9a 
duywospUiotissts Su Athens. Greece, in bs capacity » Liquidator of 'GREEK 
INDUSTRY OF READY MADE GARMENTS ROCANAS BROS S A." a company 
with Kgiflcrcd office at Athens (Alimas, Attica) Greece, (the “Company"), presently 
under special liquidation according to the provisions of stride 46a of Law 
1892/1991}. by virtne of Decision No. 5217/96 of the Athens Court of Appeal invites 
uncreated panics to submit within twenty (20) days from the publication of this 
calL non-binding written expre s s ions of interest in purchasing the assets mentioned 
below, offered as a single aidty- 


Imposing Silhouette 
Limited and Heaps 
of Nantwich Limited 


(In A Um i iB&liatl ve Rece i vership) 


BRIEF INFORMATION 


The Company was established in 1970. On 28J.96 n was placed under special 
liquidation. Ib aaivitics included the production, importation and sale of ready mw d r 
garments both in the domestic and hi foreign mariuas. 


ASSETS OFFERED FOR SALE 

The sues offered for sale inctodc a ptot of land in Ihe MunldpalHy of Alimes (4. 
Ancient Theatre Street), the area of which originally amounted to 7.683.4 jqjn_. 
having been reduced to approximately 6,843 J5 iqjn. lot lowing expropriation, a 
plant consisting of a basement of approx. 2.151.94 sqatt., ground door of approx. 
4,090.66 sqjn. and fhrai floor of approx. 4.U9066 •aj.m. machinery, mechanical 
equipment, a car. a van, the Company's registered trademark. iccavaMes and any 
other oners a> may be found to belong to Uk Company. H dtocU be meed Put die 
Company pbm el Leased out to third parties. 


The Jomt Receivers offer the assets of this garment 
manufacturer for sale. The principal features ana: 
m sales of around £3m per annum 
a designs and manufactures caroerweer for a blue 
chip customer base for customerfoublic fating 
enheers 

• 24,000 square foot freehold premises and 24,000 
square foot leasehold promises in Nantwich. 
Cheshire 

m raw material work in progress and finished goods 
stock 

a in-house cutting, machining and finishing feoBfcts 
■ computer-assisted product design fadBty. 


On fosbuctions of 
The Join AcMnMrethre Racsivws 

FOR SALE 

As A Whole Or hi Pans 
The Assets Of 


Rabbow & Co Auctioneers & Valuers - 

ByOniercfTktJoiiuAdmUfotnucrs 
Alan Sfewm AFA MU»A MSPI - Mcivjn Langley FCCA FSF1 
• . Rabbow & Co. . 

Offer For Sate 

Asa Whole or mlndfcUual Pans 


r-.-ii: 
■ .-*/► 


The Company “JeweU of Watford Ltd.” 

To inchafe: 


Wade & Hotson Limited 
Wade & Hotson (Sheffield) Limited 

The compantoa spedafised in tags steel fabrication protects, in parttaufer 
Pipeline and Systems, General Fabrications, Welding Spedafeafians end 
Tube Msnfoutafians. 


I) Second Hand Cor Saica Department with Customer Bue. 

2} Daily Csr Rental Business. 

3j Service Department with Customer Base A Experienced Staff. 

4) Body Repair & Paint Shop with Customer Base & Experie n ced Staff. 

5) Retail Pans Sales 



SALE PROCEDURE 

The Company's asms will be sold by way of Public Auction hi accordance with the 
provisions of Article 46a of Law 1892/1990, (as supplemented by art. 1 4 of 
L2DOtyi99l ml subsequently amended) and the terms out in the call for undos 
for the sale of tite above assess, to be pubibdnad in the Greet rad foreign press at tire 
dales provided by law. (This is (be titiid auction to lake place, t 


For further information, please contact either the 
Joint Administrative Receivers, D Bailey and 
R H Kelly or M Mtstry, Senior Manager at: Lowry 
House, 17 Marble Street. Manchester M2 SAW. 
Telephone: 0161 963 9000. Facsimile: 0161 832 9607. 


7ho assets camprtee.-- 

• Freehold modem industrial uni with afficoa totaBaig 38.780 square feet, 
comprising five and ten tome overhead erraaa on a ttito of 4.5 acres a! 

W entworth Busfnass Prate, Junction 36. Ill, South Yotfcshfea. 

• Freehold industrial premises «rth offcna touting si flBB square feat 
incfcnfing 2 x 50 tonne and 1 x 10 toons overhead cranes on a sfte of 
5J acres at Wortfey Rond, Rotfterttatn. 

* Useful range o( fabrication znd assooatwi ptarfl and machlr»ry. 


For farther defcrifeJt ante* jtacfc contact: G. Rabbow, Rabbow & Co. 
US Lower Clapton Road. London E5 ONP 
Tel: (Of ST) 985 1579 Fax: (OKI) 9*5 7633 


Printers For Sale! 


RJ Detatis Ot The Assets Cm 0a Obtained By Contacting Ths Aganfac 


SUBMISSION OF EXPRESSIONS OF INTEREST - 
OFFERING MEMORANDUM 


=U Ernst &Young 


international Asset Valuers and Auctioneers 



For the submiss io n of Expression of lorenaa and for obtaining a copy or the Offering 
MentctandoiR. please oontacJ tire LiqukUior. "ETHNIK1 KEPHALEOU S_A_ 


tiwWWi aW b "ho briaaVCfaW Anmw i. 


301 Gktssap Road 
SHEFFIELD §10 2HL 


Administration of Assets and Liabnidea", 9a Chiysaoi(nliatiui<i Sir. Athens 1 0360 
GREECE. TeL- +JO-I32J. 14.84 - 87 fax: +30-1-321-7905 (attention Mrs Marika 


Tel: CM 14 279 7788 
Fax 0114 279 7579 


35 Dower Street 
LONDON W1X3RA 
Tel: 0171 629 6380 
Fax: 0171 G29 8382 


GREECE. TeL- +30-1323.14.84 

Frangaidst. 


P<F 


— Care Outsourcing Company - 

(Learning Difficulties) 


Our client is an established outsourcing company 
specialising in tbe provision of 24 hour care for people 
with learning difficulties. Principal features of the 

business include: 


Long term Local Authority contracts 
Provision of care for 220 residents 
Management fees in excess of £600k pa 
Highly profitable and cash generative 
National coverage 


Potential purchasers should write to Stan J Patey or 
Julian A Gibbtns at: 


Panne II Kerr Footer Corporate Finance 
New Garden House 
78 Hatton Garden 

London ECIN8JA Fax: 0171 782 9390 


On Instrnction-s of N. Joiner F.fLA- 
l i qi i tri a W T of War Wifatare Aiu Came lad. 

THE ATHENAEUM THEATRE , WARMINSTER 
FULLY EQUIPPED THEATRE 

• Sealing 225 • Bar & restaurant • Established 18S7 

• Leasehold on favourable terms. 9 Alternative uses possible. 

• Presently funded by Local Authority Revenue Grams. 
Enquiries id writing to: Clarea, 70 Parfc Street, Digbetb, Binnlaghani B5 5KZ 


Printers in South East London for sale: 2 and 4 colour presses 
up to B2 size. In house repro with pre-press plus finishing. 
Modem factory, skilled workforce. Blue Chip customer base, j 
Turnover in excess of £1 million. Very profitable. ‘ | 
Write to:. Box B5I23, Financial Tiroes, ’• • ■ 

One Southwark. Bridge, London SEE 9HL' 



ITALY 


Producer and installer 
of ail kinds of Aluminium 
Windows, Doors, 
Psutttkms, Louvres etc. 


FOR SALE 


Clothing Wholesaler 

Established 

London Based Operation 
Large Client List 
Turnover £5 nttUton + 

Profits exceed £500,000. 

Fw details contact Fiona Saggen, 
FMCB Management rvmmitantc uri 
Ha thaway House, Popes Drive 
Lawton N3 1QF 

Tel: 0181 3466446 Fax:0l8l M93Q90 






The company supplies 
its products worldwide and 
this is therefore a unique 
opportunity to gain access 
to these markets. 


Turnover 7994 - 
US$6.75 million 


Turnover 1095 - 
US$6.85 million 
Owner wishes to retire. 
For further Information 
contact: 


1?®® ©AILS 


MVESnrilENT TRUST PLC 

Registered 1995. 

Never previously traded. 
No assets. No liabJities. 
Price: £5,500 


LUXEMBOURG SJL 


Registered 1994. 
Never previously traded. 
No assets. No fiabiBties. 
Virtually tax free. 

Price: £10,000 


ELECTRO-MEDICAL 

UK manuf Co. seeks offers 

complete purchase. Leading medical product. T/O I5SK GP 
69% Worldwide potential. _ 

Warecreg LlxL. D4 Cowdrey Clwuiw. 

Cowdrey Avenue. Colchester, Essex COl 1 BW 
.. Tel: (01206) 761404 Fax: 545110 : 

NO BROKERS OR AGENCIES 


ID I- 


S.I.N 




LIMITED 


Knight M 
[•rank t-U 


CCISTEnEO INTERNET DOMAIN 

www.sin.co.uk 

FOR SALE 

Tel: 0171 240 259S 
Fax; 0171 240 S2S0| 





HWcamKs 

! ALoridonl 


M A Norton Associates 
5A Back Lane, Hampstead, 
London NW3 IS, UK 
Fax: 01714350463 


lfe»cll(nFoMwtavd»taetibytefaatinci4t3iainu) 
fiixoaiBUB la Enshnid and Wales to easy m fewatment botiiMc 


R\NNELL 


The No. 1 independent listing of 
medun to lanjB companies (or safe 
n the UK {TATClnt+j. Hew socttatS 
1st ma(or BcquWdona ad aa UR , 


PRODUCTS REQUIRED 


FORSTER 


recoventiHp5. For sub details: / 

•v^OlSMTS 0200/ 


NEWSLETIBR FOR SALE 

Profitable Regulatory/ 
finandalNtwslctls 
Blue-chip subscribers, 
excellent renewals. Only player 
in growing niche market 
Fat mere fetalk eontaefc 
Bulletin PnMiCTifaiM. PM 
HariiagUia Rood. London SWS3NH 


CAR DEALERSHIP 

CAMBRIDGESHIRE 


3^0,1 




Lang esuWi^tacd businua for 
including tour fntKJitK dealerships. 
Inige showroom, r^nir worhahops 
and sporiotu car sunding. Turnover 
approximately £2Jra pj. 

P r uj o yah onfj. Write He 

Bn B5t29, FhmndarniDa, 

One S t uUi w u r h Bridge Londra SKI Wfl. 


tU^udnokey company cpcna b iE 
in the cUxtrmtic industry seeks a 
buyer with financial support to 

erudite the company to RiUni its 
blue cHp opportunities. 


Write to: Bov BSUL Ffeanciri tins. 
Owe SorihwMfc Bridge LtndooSEl 9RL 


Established Chain 
of Retail Bakery 

Outlets in North East 
Sales £1.5 minion. Profitable. 

Owner retiring. 

WMM Kb B« B6130. Rnandtiffetaw, 
OmSoufliwartt Bridge^ London SE1 SHL 


Mamtutoirkc Company terra 
nsrentTIOK Hi THE Cajsrhg 

ELEjCTnCAL WHOLESALE MAXKET 
BEQURBi WW ROWOL 
Wt are abfc kj; 

♦ Puritan 

4 License a product to tnraQfacuire 
andseO 

♦ Buy/Iinpoft » product (o 

♦ Join forces writ a suitable 
nnfeany for annual benefa. 


Exmoor Notional Park 

Grade U Listed 17tfa Century 
Longhouse wittirxceptiuital 
ETB 3 & 4 key standard, highly 
CMHiMBded wtf catering cottage 

Cttnptex and leisure fadHtiea. 
Owner's bouse currently subdlvkfed 
into 2, each with 2 receptions and 
4 bah. 10 cottages. Indoor swimming 
pooL Team is court. Sable blech 
Profitable, established business. 

In all about 8% aexrs (14 ha) 
Apply: Exeter ( 01 392)4231 11 


LIQUIDATIONS AND 
RECEIVERSHIPS 
Every wmk, ovary company that has 
Bonn into Iquldaton or recsfe&rshg), 
what tony dW and who BtoRqiMaUr 
wracofvsfis. 



PbMi is toe irwfcBt toatfer 
to Dto OTMte TBpiMOnkhM ot 
hjpt^ufchota.Priiaabte,and 
wWi motfont iiw f i proapoca. 
‘ May suit oho corporate or 
several tndhrfduat bayere. 

n ri re a'rn pt to: 
8oxBSiM,Ptoanefei Ttan, 
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Flemish and 
Dutch art 


side by side 

Life is too short for lines of distinction 
between the two peoples, says William Packer 


T he Palazzo Grassi 
at Venice contin- 
ues its series of 
exhibitions of 
20th century art 
with a study of Flemish and 
Dutch painting from Van 
Gogh to more or less the 
present day. It is an intrigu- 
ing and in many ways wel- 
come exercise, yet again con- 
firming the obvious but 
long-neglected truth that 
there is rather more to mod- 
on art than the Franco-cen- 
tric history of the School of 
Paris would have us believe. 

Rather smaller than some 
recent Grassi shows, it con- 
tains. nevertheless many 
beautiful and remarkable 
works, and much that 
deserves to be better known. 
It is one of those shows that, 
whatever its argument, is 
more than justified by the 
work itself. 

In tins case the argument 
is sustainable, up to a point 
Van Gogh, for all his virtual 
adoption by the French, 
ramp of an essentially north- 
ern expressionist tradition, 
that goes back to Steen and 
Breughel. Mondrian, too, 
while evident in his response 
to cubism, came of a dis- 
tinctly northern though dif- 
ferent, less hot-blooded line, 
looking to Sanredam, Ver- 
meer and Ruysdael. 
Magritte, arch-surrealist. 


was steeped in the symbolist 
tradition of Khnopff, Rops 
and Jan Toorop. 

AH well and good. The 
interspersion here and there 
of actual works of the Dutch 
and Flemish 16th and 17th 
centuries makes the nice 
point of continuity of sensi- 
bility, while running counter 
to the Instinctive scholarly 
habit of hermetic categorisa- 
tion. A church interior by 
Sanredam with the photo- 
formalism of Jan Dibbets? A 
Ruysdael cornfield beside a 
Mondrian? Breughel and 
Ensor? Why ever not? Art- 
ists themselves have never 
been, the prisoners of narrow 
art history, but have always 
plundered it to their own 
purposes. 

B ut then the cura- 
tors, Jan Hoet and 
Rudi Fuchs, still 
cannot resist the 
temptation of taking the 
argument too far. in short, 
falling back into that same 
old habit after all in replac- 
ing one tight theory by 
another. We accept, of 
course, that while they have 
shared a long and complex 
history, the Dutch nr| d Flem- 
ings are quite different 
peoples. But Is there really a 
clear distinction of sensibil- 
ity to be drawn between the 
cooler realism of those 


northerners, the Dutch - 
traced from van Scorers red- 
capped scholar of 1531 to 
Mondrian - and those 
southern Flemish fantasists, 
from Father to Ensor? But 
would not that make Van 
Gogh a dour Dutch north- 
erner, and Magritte a lively, 
light-hearted southerner? 
Life is too complicated, too 
short, for such games. The 
theory collapses at once. 

Which leaves ns. as it 
should, with the works as 
they are, full of interest, dis- 
coveries and surprises. The 
obvious names stand out, 
Van Gogh most of all with a 
spectacular group of paint- 
ings, among than the Cedar 
Walk at Arles, of 1388, so 
wonderfully direct for all the 
radical nature of its han- 
dling. More remarkable still 
is the poppy-field of 1880. the 
year of his death, near 
abstract in its simplicity and 
freedom, and so close in 
spirit to early Mondrian. 
Here indeed is one of those 
“nuances, of subtle unity, of 
completion and contradic- 
tion’ 1 . of which Jan Hoet 
speaks In his apologia in the 
catalogue. The only pity is 
that while he is wonderfully 
well represented from the 
point of his cubist departure 
around 1913, there is nothing 
of early Mondrian in the 
show. 



The Rower, by James Ensor, oil on canvas, 1883: the exhibition usefully sets Ensor against Van Gogh revealing their connections 


Ensor. another known 
star, is pointedly and use- 
fully set against Van Gogh, 
more fluent and natural a 
talent, perhaps, but closely 
sympathetic in feeling and 
subject-matter - here a 
self-portrait apiece, and two 
strong, simple images of 
working men. The symbolist 
connection, too, is inescap- 
able in Ecsor’s work, with 
his masks, his images of 
death and religious fantasy, 
which brings in Khnopff. 


Jan Toorop, Rops and Spil- 
liaert at the turn of the cen- 
tury, and leads on inevitably 
to Magritte and Delvaux. 

While such obvious con- 
nections are clear enough, 
the picture is opened out, 
the argument broadened, by 
the inclusion of other 
remarkable but to us. per- 
haps, less well-known figura- 
tive examples - the symbol- 
ist expressionism of Perm eke 
and De Smet; the mannered 
social realism of Brussel- 


mans; the heightened real- 
ism of Pyke Koch. Charley 
Toorop and Carel Willink. 
Charley Toorop, daughter of 
Jan, must stand indeed as 
one of the most remarkable 
yet underrated painters of 
ber time. 

Upstairs, the work of more 
recent years strikes a lower, 
less urgent note, although 
the several threads laid out 
below may still be picked up 
and followed. The Cobra 
group of the 1950s. with 


Appel. Constant and Cor- 
neille. carries expressionism 
through towards abstract-ex- 
pressionism on the one 
hand, and the knowing naiv- 
ety of art brui on the other. 
The mannered figuration of 
Westerik rolls realism, surre- 
alism and symbolism into 
one. 

Brood thaers makes sophis- 
ticated conceptual play with 
ideas that Magritte might 
well have painted. Brouwn 
with his lists and numbers, 


Hcnneman with his insistent 
structural repetition, Dib- 
betts with his photographic 
manipulation of space and 
surface, carry on where 
Mondrian and van der Leek, 
and indeed Sanredam three 
centuries ago. left off. The 
wheel is still turning. 


Flemish and Dutch Painting 
- from Van Gogb and Ensor 
to contemporary artists: Pal- 
azzo Grassi. Venice, until 
July 13; sponsored by Fiat. 


Ballet 

A toothless Bayadere 

Clement Crisp finds the Royal Ballet's staging wanting 


L a Bayadere is a far more 
serious work of art than the 
present Covect Garden 
revival of Makarova’s intel- 

tigent staging would have us believe. 

At Saturday’s first public showing 
(the production was earlier seen dur- 
ing the Hamlyn week performances. 
, with the sublime Asylmuratova as 

.... — — an unannounced guest) the Royal 
Ballet showed it as no more than a 
takeaway curry. Makarova, seeking 
to honour the intellectual and aes- 
thetic weight of Petersburg tradi- 
tion, wants us to understand the 
spiritual Hfe and the resonant physi- 
cal imagery that underpin every 
moment of this grand and fascinat- 
ing ballet. 

Fyodor Lopukhov, nurtured in the 
Tsarist theatre and one of the archi- 
tects of Soviet dance, thought La 
Bayadlre a Dostoyevskian drama of 
crime and punishment. And the 
components - Nikiya, a temple 
dancer, loving and beloved by a war- 
rior (albeit such love is forbidden); 
lusted after by a Brahmin: her war- 
nor, Sol or, also tom between love 
^ and a “political” match with prin- 
cess Gamzatti - make for tensions 
. , . whose only resolution is the death of 
, ; * ^ i ■ [ the wrong-doers and the ultimate 
• v reunion of Nikiya and Sol or in an 
after-Me. 

All this was shaped by Petipa 
within the conventions of a grand 
spectacular, typical in its exoticism 


and danced complexities of the mon- 
umental entertainments that pleased 
the Petersburg public a century 
ago. 

Like the other old ballets we have 
inherited from Russia, it is the spiri- 
tual dimensions of the production 
quite as much as the text’s stylistic 
and technical challenges, which 
have to be respected. And whatever 
the vagaries of presentation, 
Russian dancers and producers 
know this. 

C ovent Garden’s present clas- 
sic stagings are. for the most 
part, hollow shams, over- 
dressed and under-powered, danced 
by rote, interpreted by hazard. And 
Saturday’s Bayadere was most 
remarkable as a display of how far 
competence may substitute for com- 
prehension. Unlike the company’s 
view of the MacMillan and Ashton 
repertory, its drama was wan. char- 
acterless. (The troupe would be 
ashamed to offer Romeo or 
Mayerling or Fille in such cursory 
fashion). 

Subsidiary roles were ludicrous: 
the Rajah (David Drew) looking and 
behaving like a sofa; the High Brah- 
min (Gary Avis) giving a Boy George 
impersonation: Gamzatti ’s trusted 
Aya risibly like Mrs Overall in Victo- 
ria Wood's beatific Acorn Antiques. 
Dance standards were no less 
woolly. 


The D’jampe interlude flapped 
pointless about the stage; the great 
pas d 'action looked demure; only 
Nicola Roberts was able to show her 
variation in the Shades scene as the 
jewel that it is. (Miss Roberts incar- 
nates virtues of precision, happy 
phrasing, clarity, that were 
nowhere else apparent during the 
evening). 

The central trio - Sylvie Guillem, 
Darcey Bussell. Jonathan Cope - 
laboured against dreadful odds. Mr 
Cope, a fine artist in many roles, 
appeared bemused throughout, and 
singularly unheroic. Miss Bussell, 
looking ravishing, is far too nice a 
girl for Gamzatti, and is quite obvi- 
ously A Credit To The School. She 
danced her pretty waltz variation in 
the grand pas with a delicious sense 
of its possibilities in phrasing and 
accent, but villainy and jealousy are 
not her style. 

It was Mile Guillem who best 
showed the possibilities of the ballet. 
Though 1 think her Nikiya too sunny 
when she first greets Solor - the 
character is more nun than innocent 
mairipn - she brings a proper still- 
ness and a “presence" to the drama 
and the choreography. She can be 
technically wilful - a couple of 
extravagant extensions interpose 
self between us and the character - 
but the imponderable and holy 
nature of the Shade was well stated 
(noiseless landings on to a beauti- 



Labouring against the odds: 
Jonathan Cope as Solor 


fully articulated foot) and she under- 
stands how the Shade Nikiya's mes- 
sage to Solor - "Be true to your 
vow" - must inform every step. In 
everything, of course, the dance was 
fluent. But even she could not put 
much bite into the toothless dramat- 
ics that surrounded her. 

More intriguing casting might be 
to reverse the present playing of the 
women’s roles: memories of Guil- 
lem's Zarema in Fountain of Bakh- 
chisaray suggest that she could be a 
forceful Gamzatti. 

AH in all, the staging, oddly lit, 
had a cursory air. 


T he power of market- 
ing can be quite 
unpredictable. 
There is no conduc- 
tor alive who sells more 
recordings than John Eliot 
Gardiner, but in the UK at 
least, the pnblic that buys 
his records does not seem 
nearly so enthusiastic about 
attending the concerts. 

There were empty seats at 
the Barbican last weekend 
for Gardiner's very enter- 
prising series entitled 
“Schumann revealed", even 
though we can be sure that 
the recordings coming out of 
it will sell in armfuls. What 
keeps people away? The dif- 
ficulty of securing financial 
backing in London means 
that Gardiner and his 
Orchestra Rgvolutionnaire 
et Romantique do not 
appear here often and one 
would have thought their 
live appearances were all 
the more collectable for 
that 

Ever since Roger Norring- 
ton launched his “Experi- 
ences” (each a weekend of 
music and scholarship 
devoted to a single com- 
poser) rivals have wanted to 
have experiences of their 
own. 

Gardiner's Schumann 
proved an enjoyable one. 
There were three evening 
concerts, a chamber music 
recital and a couple of talks, 
and the effervescence of the 
music-making made them 
all go down very easily. 

It is not so long since 
Nikolaus Harnoncourt came 


Concert 

Empty 

seats 

revealed 

to the Barbican with his 
view of the Schumann sym- 
phonies in fast and gripping 
performances, played by the 
Chamber Orchestra of 
Europe. In many ways Gar- 
diner was s imil ar in outline, 
just as swift and even 
clearer with the period 
instruments of the ORR; but 
where Harnoncourt had 
hammered relentlessly at 
the rhythms. Gardiner was 
lithe and joyous. The music 
really felt as though it was 
composed in the spring of 
German romanticism. 

The four symphonies are 
being divided, the First and 
Fourth now, the Second and 
Third to follow at another 
weekend in the autumn. For 
the Fourth. Gardiner pro- 
posed a novelty. On Friday 
he offered the original 1841 
version, shorter and tighter, 
with a keener ear for detail, 
and on Saturday followed it 
with the familiar revision of 
1858. The audience was 
invited to declare its prefer- 
ence and my vote goes to the 
1841 original, after which 
the usual version sounded 
thick and stolid - just as 




■ AMSTERDAM 

CONCERT 

Concertgebouw Tek . 
31-20-6718345 
• Orlando Quartet: perform 
by Beethoven: Mar 28 


5f* ■ BERLIN 

- wncert 

Jwharinonle Berlin - Grosser 
& KammermuslksaaJ Tel: 

• 49-30-2614383 

.. • Matthfius pass ton; by Bach. 
Concert performance conducted 
^ Haw HHsdort and performed 
°y the Sing-Akademia zu Berlin 
■ - and soloists from the Berliner 
Syrophorfken Mar 28 





opera 

f t aa rfao per Untar dan Linden 
Te fc 4%fl0-20364438 
• ^arsSat by Wagner. 

Conducted by Daniel Barenboim, 
Pffittuedtay the Staatsoper 
Ontardsh Linden. Soloists include 
Pojj ! Srrtng, Andreas Schmidt 
John Tomlinson. Part of the 
h esttage 1997; Mar 28 


theatre 

Berliner Ensemble Tel: 
49-30-28408 

• Der Aufhaltsame Aufstieg des 
Arturo Ul: by Brecht Directed by 
Muller and performed by the 
Berliner Ensemble. The cast 
includes Beyer, Bonn and Broich; 
Mar 28 


■ CAMBRIDGE 

exhibition 
FH zwBBam Museum Tel: 
44-1223-332900 
• Masterpieces of Japanese 
Printmaking - Part I: display of 
Japanese printmakfng with a 
range of artists represented, 
including Harunobu, Kiyonaga, 
Utamaro, Hokusai, Hiroshige, and 
Kunisada; to May 11 


■ DRESDEN 

EXHIBITION 

Atbertinum Tel: 49-351-49140 
• 4x1 lm Albertinum: exhibition 
featuring works by fou r 
contemporary artists: Rstfeel 
Rheinsberg (Germany), Nan 
Hoover (US). Maria Lasslng 
(Austria) and LucTuymans 
(Belgium); to Apr 6 . 


■ GENEVA 

EXHIBITION 

Musee d’Art et d’Hfctoire Tel: 
41-22-3114340 

• Morceaux choisis, Ceramique 
de Grande Grtee: display of 
ceramics from Greece, featuring 
150 fragments of vases dating 
from the 5th century 8C up to the 
3rd century AD. Marty of the 
works on display feature images 


of Classical heroes including 
Hercules, Hector and Achilles; 
from Mar 26 to Jui 20 


■ LONDON 

AUCTION 

Sotheby’s; Parke Barnet & Co. 
Tel: 44-171-4938080 

• Applied Arts from 1880: 
highlights of the sale include a 
rare-writing table by Pierre 
Chareau, dating from the 1 920s, 
four original Art Nouveau 
watercolours by Eug&ne Grasset 

and silverware from the Wiener 
Werkstatte; Mar 27 

CONCERT 
Barbican HaU Tel: 
44-171-6384141 

• Johannespassion: by Bach. 
Conducted by Richard Hickox 
and performed by the City of 
London Sinfonia. Soloists include 
soprano Rebecca Evans and bass 
Paul Whelan; Mar 28 

Queen El izabe th Hall Tel: 

44- 171-9210600 

• Mass in B minor: by Bach. 
Conducted by James Gaddam 
and performed by the London 
Orpheus Choir and the London 
Orpheus Orchestra. Soloists 
include soprano Julie Kennard, 

tenor Wynford Evans and organist 

Alistair Yotxig; Mar 27 
Wig more HaU Td: 
44-171-9352141 

• Mandating Quartet: the 
quartet performs works by 
Goldschmidt; Mar 27 


■ NEW YORK 

EXHIBITION 

The Metropolitan Museum of 


Art Tel: 1-212-879-5500 

• No Ordinary Mortals - The 
Human (and not-so-human) Figure 
in Japanese Art exhibition 
covering Japanese art from 
prehistoric times to the present 
day, featuring paintings, 
sculptures, ceramics, textiles, 
lacquers and prints. Several newly 
restored paintings will be on 
display; to Oct 5 

OPERA 

Alice Tufly HaU Tel: 
1-212-875-5050 

• L’Amore dei Tne Re: by 
Montemezzi. Conducted by Gary 
di Pasquasio, performed by the 
Teatro Grattacieto. Soloists 
include Margaret Cusack, Louis 
Otiey and Philip Cakorinos; Mar 
26 

Metropolitan Opera House Tel: 
1-212-362-6000 

• Aida: by Verdi. Conducted by 
Adan Fisher, performed by the 
Metropolitan Opera. Soloists 
include Sharon Sweet, Barbara 
Dever and Michael Sylvester: Mar 
28 


■ OXFORD 

EXHIBITION 

Ashmolean Museum of Art & 
Archeology. Tel: 44-1865- 278000 
• Drawings by the Carracci from 
British Collections: this loan 
exhibition presents a selection of 
100 drawings by foe Bolognese 
artists Lodovico (1555-1619), 
Agostino (1557-1602) and 
Annibale Carracci (1560-1609). 
The exhibition looks at foe 
cross-fertilisation of ideas 
between foe three artists, at foe 
central importance of life drawing 


to their art. at the inventiveness of 
Annibale in particular, and at the 
graphic explorations of all three 
Carracci in drawings and prints; 
to Mar 31 


■ PARIS 

CONCERT 

Theatre des Champs-EfysAes 
Tel: 33-1 49 52 50 50 

• Marla Joao Pires, Augustin 
Dumay, Gerard Causse, Jian 
Wang and Vincent Pasquier the 
pianist, violinist viola player, 
cellist and double-bass player 
perform works by Schubert Part 
of foe Schubertiade; Mar 26 

EXHIBITION 

MusAe d'Orsay Tel: 33-1 40 49 
48 14 

• ThAophile Gautier, la critique 
en liberty exhibition examining 
the life and times of art critique 
Gautier and featuring work by 
artists who were his 
contemporaries, Including 
Delacroix, Manet and Moreau; to 
May 18 


■ PHILADELPHIA 

DANCE 

PhUadelphra Museum of Art Tel: 
1-215-763-8100 
• Rodin and Michelangelo: A 
Study in Artistic Inspiration: 
exhibition featuring over 50 
drawings and sculptures 
illustrating foe influence of 
Michelangelo on the French 
sculptor; from Mar 27 to Jun 22 

EXHIBITION 

Philadelphia Museum of Art Tel: 
1-215-763-8100 


• The Hands of Rodin: A Tribute 
to B. Gerald Canton display of 60 
sculptures in bronze and plaster, 
several of them unique casts. 
Including both figural sculptures in 
which hands play an important 
role and sculptures of hands 
alone by the French artist; from 
Mar 27 to Jun 22 


■ STOCKHOLM 

CONCERT 

Stockholms Konserthuset Tel: 
46-8-7860200 
• Friharmonikema: with 
conductor Fabio Luisi and 
baritone Andreas Schreibner 
perform works by Schubert, 
Webern, Mahler. Berio. Brahms 
and Schdnberg; Mar 26 


■ THE HAGUE 

JAZZ & BLUES 

Dr Anton PhQipszaai Tel: 

31-70-3607927 

• Hans Dutfen performance by 
the tenor-saxophonist 
accompanied by his band; Mar 26 


■ VENICE 

CONCERT 

Basilica di San Marco Tel: 
39-415225205 

• Requiem: by Verdi. Conducted 
by Isaac Karabtchevsky. 
performed by the Orchestra e 
Coro de! Teatro la Fenice; Mar 26 

Listing selected and edited by 
ArtBase The International Arts 
Database, Amsterdam, The 
Netherlands. Copyright 1997. All 
rights reserved. Tel: 31 20 664 
6441. E-mail: artbase0piJ>et 


people have accused Schu- 
mann of being. 

As so often In period per- 
formances, the concertos 
worked less well. Thomas 
Zehetmair was suitably 
rhapsodic in the Violin Con- 
certo, but Schumann's inspi- 
ration there wanders incon- 
sequentially; and Robert 
Levin, for all bis expertise, 
never qnite overcame the 
problems of a period forte- 
piano in a modern concert- 
hall, where the solo instru- 
ment needs a richer reso- 
nance and colour. 

The oratorio Das Parodies 
und die Peri on Sunday 
night, however, worked per- 
fectly: a luminous lightness 
of texture and delicate preci- 
sion of performance all 
round. The outer sections of 
the work lack memorable 
material, which is doubtless 
why it is neglected, but in 
the central tableau Schu- 
mann turns to the homely 
innocence found in so much 
German music from Die 
Zauber/Idte to Hansel und 
Gretel and gives it a heav- 
enly early romantic sheen. 

There was a satisfactory 
line-up of soloists, with Bar- 
bara Bonney’s pure-voiced 
Peri and Bernards Fink’s 
dignified Angel rising to the 
occasion. The ORR and 
Monteverdi Choir met Gar- 
diner’s exacting demands 
with their expected profes- 
sionalism. 

The recording should sell 
very well. 

Richard Fairman 
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New generation struggle 


Number One* Bridge* fcondoa SE1 91% 


Big industrial companies want changes to the wholesale power 
market to reduce electricity prices, says Simon Holberton 
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S even years after the 
privatisation of the 
British electricity 
supply industry, dis- 
satisfaction among big 
industrial users remains 
widespread. Critics allege 
die system is stQl controlled 
by a handful of large genera- 
tors which use their domi- 
nant market power to keep 
prices high. 

They also feel their con- 
cerns are being ignored by 
Professor Stephen Little- 
child. the electricity regula- 
tor. He recently backed the 
Electricity Pool, the body 
which administers the 
wholesale electricity market 
in England and Wales, in 
rejecting proposals to 
involve big users of electrtc- 
ity in setting electricity 
prices. 

The exasperation of indus- 
try Is reflected by Mr lan 
Blakey, chairman of the 
energy intensive users 
group, a lobby representing 
tbe cement, glass, metals, 
paper, ceramic and chemical 
industries. 

“How many times do cus- 
tomers have to call for 
reform before action is taken 
to break up the pool monop- 
oly and bring competition 
and lower prices to this sec- 
tor?" he asks. 

The market for electricity 
is wire no other commodity. 
Electricity cannot be easily 
stored. Moreover, demand 
and supply have to be 
matched continuously or 
else power surges or defi- 
ciencies will canse 
electrical appliances to mal- 
function. 

Since privatisation, the 
task of matching supply and 
demand has fallen to 
National Grid, the company 
which owns the transmis- 
sion system in England and 
Wales. It acts as agent for 
the pool, matching expected 
demand with the least-cost 
way of generating it by call- 
ing for bids fro m generators 
for each of the 48 half-hours 
in a day. , 

To determine the least-cost 
method, the company asks 
generators on a day-ahead 
basis: 

• At what price are you 
prepared to generate? 


• How much generating 
equipment, or capacity, will 
you have available to gener- 
ate? 

With this information 
National Grid ranks the bids 
for each period from the low- 
est to highest cost; the price 
fbr that half hour's electric- 
ity is set by the last bid 
needed to meet expected 
demand. 

The operation of the pool, 
however, aims to achieve 
two other objectives: to 
ensure security of supply; 
and to encourage sufficient 
power stations to be built to 
meet future needs. 

The first objective is 
achieved by paying genera- 
tors to keep plant available 
for generation - even 
though forecasts suggest it 
will not be needed. The sec- 
ond is met by paying genera- 
tors more than the minimum 
needed to match supply and 
demand to encourage invest- 
ment 

These payments are 
passed to consumers in the 
form of higher prices for 
each half-hourly period. 
Capacity payments to attract 
potential entrants into the 
England and Wales market 
have added £lbn to electric- 
ity bills since privatisation - 
the generators received 
£275m in 1995-96 
alone. 

Tbe sums involved in 
rewarding generators for 
keeping unused plant avail- 
able are also significant - 
£900m since 1990. 

Big consumers of electric- 


Big consumers 
such as Imperial 
Chemical 


Industries believe 
substantial 
savings could be 
made if there 


were incentives to 
curb demand 
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ity such as Imperial Chemi- 
cal Industries believe sub- 
stantial savings could be 
made if there were incen- 
tives to curt) demand, rather 
than maintain supply lor all 
eventualities as the existing 
system seeks to do. 

They wanted to establish a 
“load management agency" 
for the pool which would 
reward big companies for 
managing their short-term 
energy consumption by 
switching off during periods 
of peak demand. 

ICI has pointed out that 
before privatisation load 
management took up to 
2.000MW of peak demand off 
the system. The mechanism 
for load management 
now in use takes only 
between 100MW and 200MW 
of peak demand off the sys- 
tem. 

One reason for this is the 
way the existing system 
operates: it offers payments 
to big industrial consumers 
which undertake to reduce 
their demand if prices reach 
particular levels - not for 
actually reducing it. Mr 
D.J. Bone of Impkemix 
Energy, an ICI subsidiary, 
says this has encouraged 
companies in the scheme to 
apply for payments by offer- 
ing to cut their usage but 
only if prices reach an 
unlikely level. 

Ms Lisa Waters, economic 
adviser to the Energy Inten- 
sive Users Group, advocates 
a bidding system which 
rewards big users for reduc- 
ing demand rather than sim- 
ply promising to. “This 
would give competition to 
generators and lop prices. I 
can’t t hink of any way it 
would lead to higher 
prices.” 

The generators argue - 
and Prof Littlechild last 
week agreed that the big 
cons umers * approach is 
flawed. Instead of leading to 
lower prices, a load manage- 
ment agency would simply 
transfer large payments to 
big consumers for coming off 
the system - paid for by 
other consumers in the form 
of higher prices. 

Prof Littlechild agrees - 
and also argues that compe- 
tition in generation is grow- 


ing. with new generators 
increasingly setting the 
price. In December, for 
example, the electricity price 
was set by Eastern Group for 
21 per cent of the month. 

Professor Colin Robinson, 
Professor of Economies at 
Surrey University and edito- 
rial director at the free mar- 
ket Institute of Economic 
Affairs, believes the only 
sensible way forward is to 
refer the pool and the gener- 
ators to the Monopolies and 
Mergers Commission. 

“It is a hard issue fm- the 
Commission to study - it is 

such a complex issue.” he 
says. “But there is a ease for 
an independent review of tbe 
pool and the structure of 
generation. 

“There has been a lot of 
-new entry [into generation] 
since but it has not had the 
effect you would expect The 
two major generators still 
have dominant power. While 
losing market share they 
have retained the power to 
set prices." 

Prof Littlechild resists 
calls for an immediate 
inquiry Into generation, 
arguing “it makes sense” to 
see how the market develops 
in the next couple of years. 
“We want to speed up new 
entry to challenge the exist- 
ing generating companies.” 

He leaves no doubt how- 
ever, that he is open to 
reform longer term. 

“We have only half a mar- 
ket with some limited role 
for demand-side bidding." he 
says. Moving further “would 
need a mechanism for sup- 
pliers to say how much 
power they wanted and at 
what price. There is increas- 
ing evidence that such a 
market is possible. 1 * 

Mr Neil Bryson, chairman 
of the pool, says he is pre- 
pared to consider large-scale 
reform - later in the year. 
The large users view this 
offer with scepticism. 

“It’s just impossible to 
believe that the initiative Mr 
Bryson wishes to pursue will 
be approved by pool mem- 
bers,” says Ms Waters. “I | 
doubt that pool members 
will agree to break up a : 
monopoly that has served 
them so well” I 


Russia ignored public’s interests 


From Mr Ch risto pher 
J. Speicher. 

Sir. Tbe quote of Mr Bom 
Fyodorov. Russia's former 
finance minister, exemplifies 
tbe careless nature in which 

r pfnr wi and thp privatisation 

of state-owned enterprise 
was allowed in Russia 
(“Return of tbe reformer", 
March 19)- To imply that 
“people don’t really care If 
someone steals Norisk Nikel 
or Gazprom" holds deep 
implications. 

• If the public knew suds 
huge enterprises were being 
sold to sm a ll groups of indi- 
viduals ami organised crime 
units, which it is estimated 
now control about 50 per 
cent of the economy (Forbes 
Magazine, December 30 
1996), their reaction may 


have come much sooner in 
the form of election out- 
comes this past summer and 
protests in tiie street as we 
will see this week. 

• The lost proceeds of these 
“nomenclature” privatisa- 
tions could have provided 
the requisite safety net 
required to implement the 
still remaining tough 
reforms in housing and utili- 
ties. 

The horse is already out of 
tbe bam and now the eco- 
nomic fanners of Russia are 
asking that the barn door be 
dosed. Tbe required medi- 
cine Of ffnatlonollaa Hon, 
demonopolisation, and then 
honest, open privatisation of 
these ill-gotten enterprises is 
both unpopular among west- 
ern governments which are 


underwriting the reform pro- 
cess and frar any slowdown - 
or reversal, or the snail 
group of very powerful buw* . 
ness people w ho will fight 
with .ill their political and 
economic might. Further- 
more, mast valuable assets 
of these enterprises have . ' 
beai sold over and over - 
again in doseknit airantte- 
menta that would make it . 
almost impossible to reas- 
semble them. - 
It is evident by the com-. . 
merits of Mr Fyodorov that . 
no one ha* been watching . 
out for the best interests of 
the Russian public. . 


Make CAP 
fit future 


i n 


Christopher j. Spekfcer, 
1710 Madison Avenue. 
Dmunore. 

PA 18509, US 


Despair, not stability, in Germany 


From 3fr Peter FrimkeL 

Sir, When I read the inter- 
view with Gerhard SchrOder 
(“Mover and shaker”, March 

17) , I was extremely pleased 
that a German of his stand- 
ing finally accepted tbe fact 
that tbe whole Emu concept 
would not work. 

I was also surprised at the 
reply of Mr Klaus KinkeL 
the federal minister for for- 
eign affairs (Letters, March 

18) . He spoke of “a Europe- 
wide area of stability in 
which tbe German culture of 
stability is adopted by our 
partners...". 


What stability is Mr Kin- 
kei talking about? The 
almost 5m unemployed? The 
area of instability created in 
1969 by the wrong decision 
on currency exchange with 
tbe former East Germany? 
The fact that all Germans 
are still obliged to pay for 
east Germany in addition to 
their tax? The weakening of 
the D-Mark against the dol- 
lar and against sterling? And 
a social system so expensive 
that, unless Germany is pre- 
pared to change it. Instabil- 
ity will grow day by day? 

On my last visit to Ger- 


many 1 found. In some areas, 
a feeling close to despair at - 
the high social cost Ger- 
many has created in its good 
years. However. Mr Kinfcel 
deariy confirms the suspi- 
cion many people have that - ' 
Germany wants a German 
Europe, and his comments 
indicate that 
I wonder what Mr Kohl 
will be saying now. 


FnmMrRoheriStUxtiy 

JOP. 

Sir. Lionel Barber hit the 
aai! un the head Wkhhte . 
excellent article on Euro- 

pern agricultural pbBcy (*A - 

harsh manage reaches Mr. v. 
Cap’. March im. : 

Now. for the first time, 

the internal and external s 

pressure* are coming : ' 

together, farcing a fttnda- > 

raenta) rethink «T the Com . 
man Agricultural Policy 

With tbe European Union 
needing to bold JU own In' 
world trade talks, take on 
the challenge of eastern . -- 
enlargement and otaarve- 
budgetary rigour we cannot - 
shirk overhauling the CAP, 
Cuming on top of all this, 
the BSE erteia is forcing tho 
pace of change. Speaking in - 
the European Parliament'* . 
BSE debate last month. Ate- .. 
ques Santm committed him- 
self to threaten of GAP, - 

reform - including key efe- 
raants cfsinwflfiottionmid 
democratoatioaln drafting 
parliament's repeat xto this 

year’s tight Arm price-- 

round, I have little margin of - 
manoeuvre; we must take - , 
real-steps towards making 
the CAP fit the fixture. 




w.rr. 
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Peter Frankrt. 
“Elmstead" 

Chapel Road, 
Liznpsfieki Common, 
Surrey, RH80SX.UK 


Robert Sturdy, ' - 
Conservative agricultural 
spokesman In tfee European 
Partfarment, . 

153 St Neots Road, 
Hardwick. 

Cambridge CBS 7QJ, UK 


Expensive advice that increases the cost of doing business 


From Mr Martin £ Simons. 

Sir, The fabulous profits of 
investment banks, illus- 
trated by Goldman Sachs' 
first-quarter 1997 pre-tax 
profit of S9Q3m <£5G9m) 
(“Goldman Sadis profits 
jump to $905m", March 19) 
which is equivalent to an 
annual rate of £23bn with 
modest capital or 62 per cent 
of BP's record 1996 pre-tax 
profit of £3.7bn. call for com- 
ment. 

According to City of Lon- 


don pstiinfltps. £3hn, or Ql 5 
per cent or gross domestic 
product, is being paid as 1996 
bonuses to a few hundred 
bankers, traders, fund man- 
agers and others. 

The main reason, under- 
standably not reported by 
Tracy Corrigan, your New 
York correspondent, are pre- 
posterous fees charged by 
investment bankers and 
other advisers which appear 
to be foisted on industry and 
the likes of provincial UK 


institutions like the Halifax 
and Woolwich, many of 
which seem mesmerised by 
their princely advisers. 

Outsourcing inevitably 
fuels the fees fever. Once 
key in-house skills are lost, 
companies are at the mercy 
of their advisers. For 1996 
BP's audit fees of E&Im were 
up 4 per cent consultancy, 
tax advisory and sate of busi- 
ness fees were £7.8m. up 44 
per cent while the costs of 
other leading accounting 


forms at £32m, were up £lGm. 
©percent 

-■ Concetti Is rqjfctly being 
expressed about the Infla- 
tionary impact of tbe Labour 
party's proposed windfall 
tax. Similarly. £3bn Of City 
bonuses, some of which go 
on year after year, increase 
the cost of doing business. 

It is time to call a halt 


r-.T.AVW* 


Eli 


Martin B. Simons, 

24 Granard Avenue, 
London SW15 8BM.UK 
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Compact to hard disc 
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People who appreciate the finer things in life fed at home in The Landmark London. In pan. it u 


the visual magnificence of this graceful five star hotel, symbolised by the soaring eight storey high 


atrium, that attracts them. Yet, from guest bedrooms that are amongst the most spacious in London 
to the imaginatively prepared cuisine served in each of its three restaurants. The Landmark displays 
a style that Btrikes a chord with people who, in matters of taste, do not believe in compromise 


THE LANDMARK LONDON. 8» MARYLEBONE ROAD. LONDON NWI bin 
TELEPHONE -44 171 S3 1 MOO FAX +44 171 SSI SOM 
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S INDIVIDUAL AS YOU ARE 


There will come a time when 
instead of going to a local 
record store to buy the latest 
album by U2 or Chemical 
Brothers, it will be possible 
to order it by modem before 
downloading it to a personal 
computer. 

This procedure is already 
feasible, bat downloading 
takes a long time, and the 
sound quality is often 
erratic. These problems 
should be resolved soon and, 
within a few years, purchas- 
ing albums and singles in 
tbe form of di gital signals 
via a computer could become 
as commonplace as picking 
them up in a shop. 

Tbe music Industry is pre- 
paring for an era in which a 
significant proportion of Its 
products may be sold 
directly to consumers by dig- 
ital means, but there are sev- 
eral obstacles. 

One is that copyright law 
does not yet protect music 
which Is sold o nlin e. The 
second hurdle is technical. 
How can record companies 
and their artists prevent the 
unauthorised digital distri- 
bution of their music? 

An important step was 
taken towards resolving the 
legal problem last year at a 
meeting of the diplomatic 
conference of the World 
Intellectual Property Organi- 
sation. 

Agreements were con- 
cluded to extend the rights 
of record companies and art- 
ists into the digital domain, 
and to make it illegal to pro- 
duce or sell unauthorised 
versions of the encryption 
systems with which the 
industry to identify 

its digital si gnals. 

These agreements must be 
, adapted as national legisla- 
I tion by at least 30 countries 
belonging to the organisa- 
tion. Similarly, the European 
Commission must ensure 
1 that they are accommodated 
by its laws. This should be 
relatively straightforward 
for most countries. 

In the UK for example, the 
necessary rhang ps ram prob- 
ably be implemented 
through subsidiary legisla- 
tion. Other countries may 
have to make more substan- 
tial reforms. Even so, the 
music industry seems confi- 
dent that the process could 
be completed before the end 
of fiiia year. 

“Can we get 30 countries 
to ratify it this year? I’d 
hope that we can," says Mr 
Nlc Garnett, director-general 


Alice Rawsthom on record companies’ 
plans to spin off into online sales 





Developments in store: you may be downloading U2’s next album 
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of tiie International Federa- 
tion of the Phonographic 
Industry, tbe organisation 
that represents the world's 
record companies. “I don't 
see that there T1 be any seri- 
ous problems.” 

The next hurdle, the tech- 
nical one, threatens to be 
more difficult. There are 
three issues to be 
addressed: 

• Devising an encryption 
system which wiD enable 
record companies to encode, 
and later decode, their digi- 
tal signals. 

• Establishing digital inter- 
faces to transfer music 
directly from the archive of 
one company to that of 
another. 

• Working out a way of 
embedding a digital signal 
within the music to identify 
it and its copyright 
owner. 

In theory, once these 
systems have been intro- 
duced, It should be possible 
for record companies to iden- 
tify whether a piece of “digi- 
tal music” is authorised, and 
who owns the rights to 
music in digital form. 

Similarly it should be fea- 
sible to control access to It, 
and to ensure that the copy- 
right owner is remunerated 
whenever the music is 
used. 

To achieve this the 
systems must be adopted ■ 
simultaneously by the entire 
music Industry. “We really 
can’t end up with a situation 


where the poor old consumer 
has to deal with 29 different 
encodera," says Mr Garnett 

Tbe federation is co-ordin- 
ating the development of an 
industry-wide system In con- 
junction with the European 
Commission's Esprit pro- 
gramme, which is sponsor- 
ing part of tiie research. 

Finding a suitable encryp- 
tion system should be rela- 
tively simple, as similar 
technology ts already widely 
used by banks, government 
departments and other insti- 
tutions which need to con- 
trol access to their data. 

TNO Laboratories, the 
Dutch research centre, has 
been commissioned to study 
various systems and to 
assess which would best 
meet the music industry’s 
needs. It started work on tiie 
project last September and is 
expected to complete its 
analysis in March next year. 

The federation is . also 
examining ways of establish- 
ing a digital interface which, 
like the encryption system, 
will be adopted across the 
industry. At present most 
record companies store their 
music in the form of tape, 
'which tends to deteriorate 
and, in some instances, is 
already in poor condition. 
Several . companies have 
started to digitise their 
archives, and the IFF! is 
anxious to ensure that they 
do ao using a common Inter- 
face. 

The aim is to find a means 


by which music can be digi- 
tally tr&nsfered from one AP ^ V 
record company, or copy- J ^CxI 
right owner, to another if, 
for example, Warner Bros. . 
wanted to use a song owned' • - 
by a PolyGram subsidiary! 
for a - movie soundtrack. . 
album. The interface wilf-- 
also have to accommodate^.- 
any new sound carriers/' 
likely to come on the market ; 
in future, notably the audio '- 
version of digital video disc. 

Mr Philippe Person, tech- 
nical projects executive at. . 
the federation, says the like- - . 
liest solution is to feed the 
Information into the laser- ' ’ 
beam recorder used to make 
tbe notches in the CD which .. 
will eventually be translated •’ 
into music by the CD player. 

Research into thte i«aaiw is!-’ 
under way. a& is the develop^ 
meat of an embodied signal- ’ 
ling system which will 
enable a piece of music, and ' 
its copyright owners, to be- ; . 
Identified. ■ Person '-says tote"' ' ’ " 

system ts likely -to involve r 
adding an identification sig- 
nal to the music at the same 
time as it is recorded in the 
stndio. 

Six companies have devel- 
oped systems which, have-! 
been submitted to TNO Lab- . 
oratories for assessment. 

TNO wiu scrutinise each;.. . 
system and report back, to - 
the EFPI whibh- will then / 
choose the on best suited to 
equip the music industry for - 
its entry into the ^digital ' ■ 

domain.' ■ ... , 


s rei 


‘-S* ESeekH 
**-*Ti«j 

feiu v 

m 

SE 

****** 'jl 


MV 

ts* 


■■m .. 

■ *•-**#- 


: -iWOS-- 



- 1 r'«n 

*•” --4.W ‘ 

■ -•*;#* 

■ 5 - 












FINANCIAL TIMES TUESDAY MARCH 25 1997 


13 


COMMENT & ANALYSIS 


FINANCIAL TIMES 


Number One Southwark Bridge, London SE1 9HL 
Tel: +44 171-873 3000 Telex: 922186 Fax: +44 171-407 5700 

Tuesday March 25 1997 


Krupp meets 
its match 


Never underestimate the power 
of a German consensus. That is 
the lesson of Krupp's decision 
yesterday to abandon any 
thoughts of taking over Thys- 
sen, one week after launching 
an overtly hostile takeover bid. 

Officially, the talks between 
the two on a steel joint venture 
are going so well that the wider 
bid can safely be dropped. Both 
sides say the steel merger will 
provide 75 per cent of the syner- 
gies expected from a full bid. 
without the risks of such a debt- 
laden takeover. 

But that is only part of the 
story. Krupp's chief executive, 
Mr Gerhard Cromme, has been 
taugM a sharp lesson in busi- 
ness realpolitik. From the 
moment be found himself facing 
demonstrating steelworkers 
behind a wall of riot-police 
shields the scale of the opposi- 
tion has been clear. 

Politicians and trade union- 
ists proved largely unanimous 
in -their criticism of the scheme; 
few business leaders could be 
found to support it. Tbyssen’s 
condemnation of the bid as 
-WQd West tactics" has proved 
damnicgly indelible. Americans 
might associate their frontier 
years with individual der- 
ring-do; to Germans the period 
signifies a deeply undesirable 
state of lawlessness. 

The lesson of this episode, 
and of the government’s climb- 
down earlier this month in its 
dispute with the coal-miners, is 
that Germany is not ready to 
embrace confrontational 


change. Despite a generational 
shift in German business and 
Chancellor Helmut Kohl's rheto- 
ric about the need to unleash 
entrepreneurial energies, there 
is a deep need for consensus 
and compromise. At the end of 
this process, there must be no 
outright winners and losers. 

Anglo-Saxon investors too 
Often expect Ger man y to make 
an abmpt shift to a different 
model, in which there are prof- 
its to be made from picking the 
companies that will unambigu- 
ously gain from change. In prac- 
tice, there will be few such 
clear-cut victories. 

It is also wrong, however, to 
conclude that Germany stands 
immobile in the face of the chal- 
lenge of globalisation. In both 
the steel and the coal examples, 
change is on the way - relent- 
less. if slower and less decisive 
than reformers would wish. 

Still, the abiding memory of 
the Krupp bid will be the haste 
with which Mr Cromme settled 
for less than he had hoped. The 
idea of an open market for cor- 
porate control has received a 
clear set-back. 

Yet no comparable mecha- 
nism to accelerate corporate 
restructuring is available. The 
big banks, which would once 
have played this role, have lost 
confidence and clout. In this 
power vacuum, the planned 
joint venture in steel between 
Krupp and Thyssen may repre- 
sent all that can be expected - 
the grudging acceptance of the 
second-best. 


EU defence 


The European Economic 
Community', whose 40th birth- 
day is being celebrated in Rome 
today, arose from the ashes of 
the European Defence Commu- 
nity, torpedoed by the French 
parliament in 1954. It is in a 
way fitting, therefore, that 
Prance and Germany should 
have chosen today’s meeting of 
foreign ministers for a fresh 
drive to bring defence policy 
within the scope of the Euro- 
pean Union, the broad political 
structure that has been built up 
with the EEC as its core. 

The argument is a familiar 
one. A common European 
defence may have been prema- 
ture in the 1950s, when French 
sus p icion s of Germany ran deep 
and European defence was 
taken care of by the US. But 
today working together, even in 
the military field, has become 
second nature to France and 
Germany; while in the post cold 
war' world US willingness to 
deal with all Europe's security 
problems cannot be assumed. 

The RU is already ran powered, 
by the , Maastricht treaty, to 
“reqwsT implementation of its 
derisions and actions "which 
have defence implications" by 
the. W estern European Union 
(WEUX a defence body whose 
ten toll members also belong to 
both the EU and the Atlantic 
alliance. Moreover, elaborate 
arrangements have already 
been made to enable Nato assets 
to be used by "combined joint 


task forces", under WEU direc 
tion. in operations which Euro- 
pean allies might undertake 
with the US’s blessing, but with 
out direct US participation. The 
French and Germans would like 
to strengthen these arrange- 
ments by making WEU explic- 
itly an arm of the EU. 

So far, so logical. But the 
objections to moving fast in this 
direction are also well known. 
On the one hand. WEU is 
amnng other things a mutual 
defence pact, and the four neu- 
tral EU states are not ready to 
join it as full members. On the 
other, at least one member state 
(the UK) is unwilling to endow 
the EU with competence in the 
defence field for fear of weaken- 
ing Nato. Nor is this an area 
where a Labour government 
would be likely to alter the UK 
position before the revised 
Maastricht treaty has to be 
signed at the end of June. 

The most France and Ger- 
many can hope, therefore, is 
that the Maastricht language 
will be slightly strengthened, as 
in the current Dutch draft 
which refers to "the object ive o f 
gradual integration of the WEU 
into the Union", and says that 
all EU members will be "enti- 
tled” to join in the so-called 
"Petersberg tasks’* of WEU such 
as peacekeeping- Beyond such 
moves, the search for an EU 
defence dimension will not 
mean much without a more 
effective common foreign policy. 


Oscar's rewards 


The film stars who gushed their 
thanks from the podium at last 
bight's Oscars had much to be 
grateftil for. The changing 
nature of the celebrity business 
makes it harder than ever to 
seize the world's attention - but 
much more lucrative, 
it is relatively easy to become 
small-scale celebrity, famous 
a restricted market but 
largely unknown elsewhere. 
Indeed, the proliferation of 
narrow-cast media outlets now 
allows for many forms of speci- 
alised celebrity - people who 
are internationally famous for 
their tattoos, say. or their victo- 
ries on the professional wind- 
sorting circuit. 

The fragmentation of mass 
media allows easy creation of 
this limited notoriety. Simulta- 
neously. it has made it harder 
to become lastingly famous to a 
global audience - perhaps 
harder than at any time since 
the beginning of the movie era. 
Anyone can be a little bit 
Unions; but precisely for that 

reason, real fame is correspond- 
ingly harder to acquire. 

The relatively few actors who 
achieve this feat can expect 
ever higher rewards for their 
celebrity - up to $ 20 m for a film 
Peribrnunce that will take only 
few weeks to complete. This 
Sc ble of payment does not repre- 
rent the wages of talent. It does 
not correlate particularly well 
with skill. Instead it represents 
the economic rent of a share of 


the collective consciousness. 

Hollywood is at once the cre- 
ator and the prisoner of this 
phenomenon. Individual studios 
and producers struggle to create 
fame for the actors in their lat- 
est films. Once celebrity has 
been achieved, the industry is 
trapped by it, paying ever more 
money to a relatively small 
number of "bankable” stars, 
and allowing their caprices 
undue influence in the selection 
and creation of film projects. 

Hie industry strives to escape 
this trap. Independent produc- 
ers search for unknowns: big 
studios plump for special effects 
or animation. In these 
approaches, economic rents 
accrue to the producer rather 
than to the star. 

This is always likely to be a 
minority approach, however. 
The Hollywood ethos - big bud- 
gets, big risks, big potential 
profits - makes it hard to do 
without stars. Indeed, as special 
effects get more complicated 
and expensive, backers demand 
a star to justify the investment. 

The Oscar ceremony encapsu- 
lates Hollywood's relationship 
with celebrity. Each year, a few 
newcomers are admitted as can- 
didate members of the truly 
famo us; but the spotlight shines 
brightest on those who have 
already joined the club. In eco- 
nomic terms, the most heartfelt 
thankyou last night was surely 
the unspoken one: "Thank you 
for knowing who I am." 



Pop-up 

submarine 

attack 


Out of formation 

Differences over naval strategy between three countries threaten 
to sink the Horizon frigate project, says Bernard Gray 


H MS Sheffield still 
haunts the Royal 
Navy. Graphic 
images of the hulk 
of the burnt-out 
destroyer, hit by an Exocet mis- 
sile during the Falklands war as 
its captain talked to London on 
the telephone, are etched into 
navy memories. 

Some of those young command- 
ers in the Falklands campaign of 
1982 are now the admirals 
charged with designing a replace- 
ment for the navy’s Type 42 
destroyers, the class of ship to 
which Sheffield belonged. They 
are almost obsessed with ensur- 
ing that the Sheffield incident 
could never happen again. 

The admirals want a ship with 
a radar able to track any moving 
target at a range of 50 miles, com- 
puters powerful enough to track 
dozens of targets, and a missile 
defence system fast enough to 
shoot down simultaneously eight 
supersonic sea-skimming succes- 
sors to Exocet. .... 

The only snag is cost With the 
electronics of modem warships 
rivalling those of fighter aircraft 
in complexity, the cost of devel- 
oping the combat system the 
admirals want has become pro- 
hibitive for a small nation such 
as the UK working alone. 

As with fighter aircraft. Britain 
has chosen to throw its lot in 
with other European countries 
with Project Horizon, a three-na- 
tion programme designed to pro- 
duce 12 such frigates for the UK, 
six for Italy and four for France, 
at a total cost of £7bn- 
But in spite of the backing of 
governments and industry in all 
three countries. Horizon is not 
working, because the partners 
simply do not agree on what the 
ship should be able to do. 

The UK. with its experience in 
the Falklands, wants a ship capa- 
ble of defending a convoy spread 
over a wide area. France, by con- 
trast. wants escort ships to 
defend specific targets - such as 
the Charles de Gaulle, its new 
nuclear-powered and hideously 


expensive aircraft carrier. 

These different operational phi- 
losophies put Britain and its two 
partners at loggerheads. It is 
much harder and far more expen- 
sive to develop the kind of Sys- 
tran the UK says it wants than 
the more traditional Franco- 
I tali an escort In part, this is 
because the missiles a French 
ship would be required to bit 
would be heading more or less 
straight for it All such a French 
defending Horizon frigate has to 
do is fire a missile back along the 
same line to be reasonably cer- 
tain of hitting the target 

The British ship, by contrast 
would have to hit missiles aimed 
at other ships and often moving 
at high speeds and at right 
angles to the Horizon frigate. Fir- 
ing across the line of such a mis- 
sile gives just a split second to 
hit the target 

Co-ordinating such a shoot-out 
requires a highly sophisticated 
radar, lots of computing power 
and a very capable missile - all 
of which are more expensive 
than the system France and Italy 
have in mind. With defence bud- 
gets under severe pressure, nei- 
ther country is prepared to sanc- 
tion a ship that is more 
sophisticated than its needs, 
while the UK will accept nothing 
less than the full specification. 

If agreement on the weapons 
system is not reached soon. Hori- 
zon is in danger of sinking alto- 
gether. To avoid the embarrass- 
ment of having an aircraft carrier 
that cannot sail for lack erf escort 
ships, France will need to start 
building air defence frigates 
soon. Yet with no agreement 
with the UK in sight - and the 
possibility of a defence review in 
Britain if Labour wins the gen- 
eral election - the UK may delay 
further, and time could run out 
for the international project 

The current principal sticking 
point is the main weapons sys- 
tem, codenamed Paams, the Prin- 
cipal Anti-Air Missile System. 
Development of Paams has been 
separated from work on design of 


the Horizon frigate, which will be 
put out to tender in each coun- 
try. However, the complex mis- 
sile system has to be built by a 
single industry consortium. This 
split has caused delays and made 
co-ordination of the programme 
extremely difficult 
Paams is based on a Franco- 
Italian radar and missile combi- 
nation. This has already been 
developed by the two countries 
as part of a family of 
surface-to-air missiles, led by Ale- 
nia, Tbomson-CSF and Aerospa- 
tiale in the Eurosam consortium. 

The UK is broadly happy with 
the Eurosam missile proposed for 
Paams, requiring only modest 
upgrades. But to the great irrita- 
tion of its partners, the UK 
rejected the Italian Exnpar radar 
before it even signed up to the 
project, in favour of what it says 
is a more capable British radar - 
Sampson, developed by Siemens 
Plessey. 

T here is also contention 
over the battle com- 
puters and command 
and control systems 
that would interpret 
the radar images and allocate 
missiles to targets. The UK wants 
much more computing power 
and, while the three countries 
could simply agree to differ on 
this, such divergence rapidly 
destroys the point of a common 
programme. 

The political desire to appear 
united on the programme could 
lead to the different weapons 
being called Paams and Paams 
Plus. But in reality two systems 
would be developed under the 
aegis of a common progra mm e, 
with all of the cost that implies. 
There is also no agreement on 
where those costs should fall. 

Industrial problems have also 
been caused by attempting to fit 
Britain into the Eurosam pro- 
gramme which is under way. 
Britain has agreed to pay France 
and Italy well over £100m for 
development work already done 
on Paams once the project starts. 


But that money will go to the 
French and Italian governments, 
which have funded the develop- 
ment. rather than Aerospatiale or 
Aleoia. As a result, these compa- 
nies have little incentive to find 
ways to involve GEC-Marconi 
and British Aerospace of the UK 
in the programme, or to improve 
the system at low cost to meet 
British concerns. 

Indeed, these companies are 
worried that if Paams proceeds, 
the British will take the develop- 
ment work they have already 
done, improve on it and offer 
their own system in competition 
in the international market. It is 
small wonder then, that French 
and Italian companies are not 
rushing to make room for their 
British counterparts in Paams. 

With negotiations over the 
capability, funding, and indus- 
trial structure of Paams dead- 
locked. the governments have 
stopped funding of the whole 
Horizon project. Companies bid- 
ding for work on the ship are 
having to fund design teams 
while they wait for the Paams 
problem to be resolved. Lower- 
tier suppliers fear this pattern 
could carry on for years, with 
ship suppliers left in limbo ev ery 
time Paams hits a new snag. 

France and Italy had already 
done some preliminary design 
work on the Horizon ship before 
the UK joined. As with the mis- 
sile system, it is proving difficult 
to find work on the programme 
for British contractors that 
matches the large number of 
ships Britain intends to order. 
Continental companies rub their 
hands at the discomfort this 
causes the UK Ministry of 
Defence which frequently says it 
wants to move away from fixed 
work shares, but which also has 
an industry lobby to placate. 
Some smaller British companies, 
frustrated at the delays, are 
thinking of pulling OUt. 

Differences in procurement phi- 
losophy are causing other diffi- 
culties. DCN, the state-owned 
and heavily loss-making French 
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Hansenne 
hands over 


list of possible inside candidates 
is headed by Kari T&piola, 
Hansenne's Finnish deputy. 


■ Another plum United Nations 
' job is coming up for grabs. 
Observer hears that Michel 

Hansenne, director-general of 
the International Labour.. 
Organisation, will not stand far 
a third term when his mandate 
expires in two years. 

Hansenne. a former Belgian - 
labour minister, infeemed the 
ILO's governing body of his 
decision last week. Colleagues 
say his timing may have been 

nfmorf at wnairing the ILO is not 
left to choose from second-rate - 
candidates after other UN posts 
have been filled. 

After all, Irish president Mary 
Robinson - tipped for the ILO 
Job last year - now stands a 
good chance of becoming UN 
human rights commissioner . 
following Jose Ayato Lasso’s 
appointment as foreign minister 
of Ecuador. The top job at the. 
World Health Organisation is 
also attracting heavyweight 
contenders; Gro Harlem 
Brundtland, former prime 
minis ter of Norway has been 
widely tipped for the job - 
though- UN secretary -general 
Kofi Annan is said to want her 
to work as his deputy in New 
York. 

Whether someone of similar 
standing comes forward to head 
the ILO remains to be seen. The 


Old boy 

■ Meanwhile Boutros Boutros 
Ghali, supported by France in " 
his vain attempt to get another 
term as UN secretary -general, 
looks set for a soft landing at the 
heed of “La Francopbonie". the 

collection erf 49 French-speaking- 

countries. The job is due to be 
created in November at the next 
s ummi t of the Francopbonie in 
Hanoi. No me seems to doubt . 
that Boutros will get it - so long 
as Egypt, where he was once a 
foreign affairs minister. Is 
pe pa rad to nominate btm 


King Kirch 

■ News that Leo Kirch is 
negotiating a DM1 bn bank credit 
line has stirred renewed interest 
in the affairs of Germany’s • 
premier media inoguL 

Rumours that the privately . 
held Kirch Group wa s in a tight 
spot have been circulating for 
some time; certainly long before 
Rupert Murdoch - another 
media mogul who knows about 
flirting with financial disaster - 
decided earlier this month that 
British Sky Broadcasting would 
not take a stake in DF-L Kirch’s 
costly pay-TV venture. 

But the 70-year-old Kirch is 


adept at getting out of difficult 
situations. Twice in his colourful 
career - which began with the 
distribution rights to Fellini’s La 
Strada - Kirch has found 
last-minute solutions; the first 
time German state television 
took a block of programmes 
from him, the second time 
shopping tycoon Otto Beisheim 
bought a chunk of Kirch’s 
programme library. The latest 
episode looks worth watching. 


Halflife 

■ More fell-out from Sweden's 
plan - Utterly criticised by 

Industrialists - to snap its 
nuclear power stations- Three 
private-sector directors are 
stepping down from the board of 
Vattenfall, the state power 
utility at the eye of the storm. 
They are being replaced by more 
.malleable types, like Lars Rekke. 
under-secretary of state at the 
industry ministry, who takes 
over as chairman. 

. But even before the 
remodelled board could meet far 
the first time, it lost one new 
recruit Ejell Nilsson, chief 
executive erf the miring and 
rubber group TreDeborg. said 
yesterday that he had derided 
not to take up his Vattenfall 
directorship because he did not 
want to be a "whipping post". 
Industry minister Anders 
SundstrOm was more explicit he 
said Nilsson told him he had 


been “forbidden" from taking 
the job by Trelleborg’s 
board. 


Chew on this 

■ Deutsche Bank chief Hllmar 
Kopper has never been able to 
live down using the word 
“peanuts" to describe small 
traders' losses when the 
Schneider property empire 
collapsed a few years back. 
Around 1,000 Thyssen workers - 
who fear their jobs could be lost 
in the aftermath of the Deutsche 
Bank-backed bid by Krupp - 
yesterday hurled nuts at the 

bank's Dttsseldorf branch. 

Although the hostile bid was 
abandoned yesterday, between 
30.000 and 80,000 workers today 
plan to demonstrate in front of 
the twin glass towers of 
Deutsche Bank's Frankfurt 
headquarters - no matter how 
friendly the talks on merging the 
companies’ steel operations. 
Around 200 buses, 100 trucks 
and a motorbike cavalcade are 
expected to cause traffic chaos. 

This kind of disruption is rare 
in Germany’s orderly financial 
capital, though firing s could 
change once the new European 
Central Bank opens its doors. As 
the normally reticent 
Frankfurter ARgemeine Zeitung 
newspaper suggested yesterday, 
the ECB could be a magnet for 
protesters if Europe's high 
unemployment persists. 


shipyard, will bid for elements of 
Horizon construction against pri- 
vate yards such as Yarrow, 
owned by GEC. 

British companies also grumble 
that French and Italian compa- 
nies do not suffer as a result of 
delays because of their close 
links with their defence minis- 
tries - other work is put their 
way. In the UK. the adversarial 
system which requires defence 
companies to compete for con- 
tracts at arm's length means they 
often do not even know what is 
going on. 

Yet for all the problems, the 
imperatives to fix Horizon 
remain extremely strong. Gov- 
ernments can, and have, pointed 
to the programme as an example 
of European co-operation. They 
want to continue to do so. 

Industry needs the work, which 
could have wide application: 
some of the technologies in 
Paams could easily form the 
building blocks of a European 
ballistic missile defence system, 
for example. However, the com- 
plexities of three countries run- 
ning two project offices to meet 
two operational needs may sim- 
ply be too much. 

If Horizon does collapse as a 
result, the UK could be forced 
into manufacturing US destroy- 
ers under licence - contingency 
plans have already been made to 
study US ships. But this would 
severely limit research and devel- 
opment opportunities for British 
industry, and would see Europe's 
defence manufacturers fall fur- 
ther behind the US. If France and 
Italy fell back on a more modest 
bilateral programme, they too 
would fall behind technically, 
and buy more expensive ships 
with a lower specification. 

Both governments and Indus- 
try are keen to avoid that fate, 
but no one has a clear idea bow it 
can be dona “This thing makes 
the Eurofighter look easy," said 
one exasperated defence execu- 
tive yesterday. “If anyone knows 
how to fix it, they should give me 
a call." 


100 years ago 

The Eastern Question 
Although the Eastern 
Question is still with us. it 
has ceased to exercise its old 
disturbing influence- The 
Greek force under Colonel 
Vassos remains in Crete, and 
pig-headedly refuses to budge 
at the command of the 
Powers; the Cretan insurgents 
angrily decline to accept 
autonomy, and demand 
annexation by Greece; the 
coast of Crete is blockaded by 
the combined fleet of the six 
Powers; and, finally, the 
Greek and Turkish armies are 
still feeing each other and 
growling mutual defiance 
across the Macedonian 
border. All this looks very 
terrifying on paper, but to 
those who have watched the 
course of events, the situation 
is gradually assuming more of 
comedy than of tragedy. 

50 years ago 

Italian Labour For France 
An agreement has been 
signed in Rome by Count 
Sforza and the French labour 
Minister, M. Ambroise Crozat, 
regarding Italian labour for 
France. According to the 
agreement, Italy will send 
during 1947 200,000 labourers 
to France in groups of 17,000 a 
month. France will give Italy 
15Gkgs of coal per day per 
Italian miner. 
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Russian statisticians accused 
of manipulating GDP figures 


THE LEX COLUMN 


By Chrystia Freeland 
m Moscow 


Government statisticians have 

been mani p ulating figures to 

create the impression the Rus- 
sian economy has begun to 
grow, according to a group of 
independent economists. 

Earlier this year, Goskom- 
stat, the state statistics com- 
mittee. reported that year-on- 
year gross domestic product 
had risen by 0.1 per cent in 
January and 0.9 per cent in 
February - bringing hope that 
Russia's decade-long recession 
was coming to an aid. 

Mr Boris Yeltsin, the Rus- 
sian president, seized on the 
figures as a sign that five 
years of market reforms were 
beginning to yield growth. 


However, according to Rus- 
sian Economic Trends, the 
monthly report of an influen- 
tial European Union funded 
think tank based in Moscow, 
the Kremlin's statisticians 
boosted their estimate of the 
size of the hidden economy for 
this year, but left the 1996 fig- 
ures. which they were using 
for comparison, unchanged. 

Had Goskomstat not done 
this. Russian Economic Trends 
calculates they would have 
come up with a decline of 
about 6 per cent in GDP in 
January. “This is a perpetua- 
tion of the Soviet tradition 
when ... for political purposes, 
information could be falsified,'’ 
said Mr Andrei Poletayev, an 
economist at the Moscow- 
based Institute of World Econ- 


omy and International Rela- 
tions - an independent aca- 
demic institution - who dis- 
covered the statistical sleight 
of hand. 

Having altered their method- 
ology to massage the poor Jan- 
uary performance, according 
to some analysts, the state 
statisticians were forced to 
change their calculations 
again when the economy 
appeared to rebound too 
strongly in February. 

A separate report by Renais- 
sance Capital, a Moscow-based 
investment hank said; “Based 
on the new methodology, 
industrial production would 
have increased by 5 per cent in 
February.'’ To make the figure 
more credible. Renaissance 
Capital speculates “the meth- 


odology was changed for a sec- 
ond time to arrive at the ‘real- 
istic’ estimate of 03 per cent". 

Mr RflkwW Nash, as econo- 
mist at Renaissance Capital, 
argues that the discovery of 
the statistical juggling - which 
he speculates is doe in part to 
loaVs from Goskomstat econo- 
mists angered at being 
required to massage their fig- 
ures - is p roof that Russia is 
becoming a more open society. 

Goskomstat denies having 
changed its methodology. The 
economists who accuse the 
agency of fiddling the fi g ures, 
say its estimates of the size of 
fhp hi dden economy may be 
accurate but quarrel with its 
failure to apply the new tech- 
nique to comparative figures 
from previous years. 


NZ takes butter battle to WTO 


By Terry Hall in Wellington 
and Afison Maitland in London 


Hew Zealand has asked the 
World Trade Organisation to 
overturn hefty European 
Union import duties on its 
“spreadable” butter, which has 
captured a sizeable part of the 
UK market with its ability to 
be spread straight from the 
fridge. 

The case, the first New Zea- 
land has taken to the WTO, 
follows months of abortive 
talks between the government 
and EU officials. 

The EU ruled last year that 
spreadable butter was not eli- 
gible for reduced duties under 
New Zealand's 76, 000-tonne 
quota for butter imports 
because it was not “directly 


manufactured” from ruffle and 
cream. 

This means it faces an 
import duty of about £2,000 a 
tonne, compared with about 
£700 a tonne on ordinary bat- 
ter. according to the New Zea- 
land Dairy Board's Anchor 
Foods, which invented the 
product. 

The board said the EU deci- 
sion has forced manufacturing 
to be moved to Belgium at a 
cost of NZSlOm (US$6-95m) a 
year. This is in addition to 
NZ$7bm spent building a fac- 
tory in New Zealand and the 
promotional costs of launching 
the butter in Europe. 

Spreadable butter, launched 
in the UK in 1993. accounts for 
more than 6.000 tonnes of New 
Zealand’s 76.000-tonne EU 


quota. New Zealand believes 
there Is a market for 12J100- 
15.000 tonnes a year. 

The argument between New 
Zealand and the EU rests on 
the Ammix process. Both it 
and the traditional Fritz 
method convert pure cream 
into butter but the Ammix pro- 
cess breaks the cream down 
into fats and Quids before 
remixing them to make a 
“softer” butter. 

The EU argues that Ammix 
does not directly convert the 
cream to butter; New Zealand 
argues the effect is the same. 

“You put cream in one end 
and butter comes out the 
other,” Mr Neville Martin, 
New Zealand Dairy Board 
spokesman, said. “The protocol 
[on New Zealand butter 


impor t s to Europe] was writ- 
ten before Ammix was 
invented and was intended to 
ensure we sold only butter 

m arte f mm pure rT PMm- which 

we are doing.” 

The New Zealand Dairy 
Board is also challenging the 
decision in the European 
Court of Justice. 

Mr Lockwood Smith, New 
Zea l and trade minister, said 
yesterday New Zealand was 
taking the case to the WTO as 
it represented a clear breach of 
the obligations. 

Under the WTO rules New 
Twi^inri and the EU have 60 
days for further consultation 
after which New Zealand can 
ask for a dispute panel to rule 
on the issue if it is stiB not 
satisfied. 


Israel turns to US to break 
impasse on Mideast peace 


Hanbo probe 
reopened 


Continued from Page 1 


Yesterday was an inauspicious day 
for German capitalism. Krupp’s 
withdrawal of its hostile bid for 
Thyssen is a huge embarrassment 
for both the steel company and its 
financial advisers. And it reflects 
badly on Germany as a place in 
which to do business. 

The two companies are still 
talking about rnmhiTring their Steel 
i n terests, which should realise cost 
savings or DMSOOm (5355m} or 
more. And they have not ruled out 
cooperation in other fields, such as 
auto mot iv e parts and engineering. 
But investors should not hold their 
breath. This is second-best to a full 
merger that might have realised 
benefits of mare than DM1 bn. Thys- 
sen shares, up 20 per cent In under 
a week, look vulnerable. 

Why has Krupp suddenly aban- 
doned its aggressive stance? The 
backlash among steelworkers and 
politicians has doubtless played its 
part. But it also appears that 
Krupp's steel business is in worse 
rfmpg than is commonly appreci- 
ated. This left the group in a weak 
bargaining position and Thyssen 
may have extracted its indepen- 
dence in return for agreeing to a 
merger of the steel divisions. In 
addition, h; seems to have dawned 
on Krupp that a takeover would 
leave it saddled with debts of 
DM20bn (and pension liabilities 
worth another DM9.5bn) on a mar- 
ket capitalisation of DM7bn. Even 
assuming rapid asset sales, it would 
have needed a big equity Issue, 
which would have diluted the inter- 
ests of the Krupp foundation - the 
group’s majority shareholder with a 
strong voice on the supervisory 
board. 

But Krupp and its banks - Deut- 
sche, Dresdner and Goldman Sachs 
- should have anticipated these 
points. They should have expected 
the political reaction; and , having 
launched the bid, should have been 
prepared to see it through. Of 
course, the mere fact the bid was 
mooted may, gradually, change per- 
ceptions. But that Krupp, with a 
strong industrial case and the coun- 
try’s two biggest banks in support, 
failed to carry home its assault will 
make others think twice. 


Krupp’s cop-out . c }ft 
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make the Milan hoarse a ttracti ve to 
users, with few medium-sized com- 
panies coming to the market. 
Indeed Gucci, now a $L3bn com- 
pany listed in New York and 
Amsterdam, was - blocked from fist- 
ing in Italy because of Consob’s nar- 
row interpretation of the law. At 
the same time, investors have been 
frightened off by Consob’s inability 
to raise standards of corporate gov- 
ernance and transparency from 
their very low base. 

Part of Consob’s problem is the 
unwieldy legal structure under 
which it operates. Mr Padoa- 
Schioppa needs to garner political 
support for amending bizarre take- 
over laws and arcane rules on areas 
such as equity issues. He should 
also encourage changes to a tax sys- 
tem tilted against listed companies 
- the government's urge to acceler- 
ate privatisations should make this 
possible. 

But the main challenge is to buQd 
investin' confidence. He must per- 
suade companies to adopt the basic 
principles of good corporate gover- 
nance. It is a job that more obvi- 
ously requires the skills of a street 
fighter than a public servant; but 
Mr Padoa-Schioppa looks better 
placed to make a fist erf it than his 
predecessors. 


three cable companies. How ^ 
this possible? By the simple rase a 
valuing each <rf the parts at a. pres 
mlura. ; \t\ 

Now, with CWCs Dotation Mh I 
neat, reality is setting to.Thwj#;. 
seme brokers think CWC fc» Wurth 
£7bn. the value implied by. a* 
share price of Nynfcx Gable Oxana* 
nicatfons - one of the three 
groups is only 44£bo. And evec 
that looks a stretch. . . .?.■ 

Nobody denies that , the merge* 
makes strategic sense, given tin 
bind the partafcrs were previous!) . 
in- But, with CWC still -invasth^ 
huge sums to roll oat Its network, a 
dividend is severed years away. Stj 
the first is paid in four years, bj 
which time CWCs net debt wlil.'bt 
around £2.5bn. If 'shareholder 
expect a 12 per cent annual retvxg 
CWCs enterprise value will have fc 
be£3.3bn in 2001 to justify a marker 
capitalisation of £43bn ~ today 
Assume further that CTWC. is th» 
valued cm 12 times operating proffe 
and e&joys 20 per cent margtnsL t 
would need E3.9bn In revenue - 
double last year’s. 

None of these assumptions it 
impossible, but each is a touch opt! 
mistic. Take a more cobsenratta 
fine and it Is easy ta value CWC a 
less than £3bn. Look at It soothe 
way. a £4Jttm value to almost twto 
book value. That looks generous to 
businesses which have been so sue 
cessful their, brands are betnj 
scrapped as part of the deal. 
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By Judy Dempsey 
in Jerusalem 


Israel is looking to the US to 
save the Middle East peace 
process from collapse after 
Israeli troops and Palestinians 
clashed for the third day run- 
ning in the West Bank towns 
of Bethlehem and Hebron. 

Mr Dore Gold, the foreign 
policy adviser to Mr Benjamin 
Netanyahu, the prime minis- 
ter, was last night planning to 
travel to Washington in the 
hope of breaking the impasse 
before violence shatters the 
fragile peace process. 

The prime minister’s office 
would not confirm the visit, 
but government officials said 
they hoped the US would tty 
to arrange a meeting between 
Mr Netanyahu and Mr Yassir 
Arafat, president of the Pales- 
tinian Authority, who is on a 
visit to Sri lAnka. 

However, the Palestinians 
would be loath to accept US 
mediation given Washington's 


recent vetoes on UN Security 
Council resolutions which con- 
demned Israel’s construction 
of a new Jewish settlement at 
Har Horns in east Jerusalem. 

The effort to break the dead- 
lock comes as the rhetoric on 
both sides has lost any ele- 
ment of trust, with bitter dis- 
putes over who was responsi- 
ble for the deaths of three 
Israeli women killed in Tel 
Aviv last Friday by a suicide 
bomber from the Islamic mili- 
tant group Hamas. 

Mr Gold said yesterday the 
Palestinian leadership had 
given a “green light" to 
extremists to carry out terror- 
ist attacks on Israel, adriing - 
“If another attack is a result of 
their green light - which is 
still on - it will be a serious 
blow to the peace process". 

But Palest inian officials 
denied they had ever encour- 
aged Hamas and continued to 
blame the Israelis, saying Mr 
Netanyahu’s decision to start 
construction work at Har 


Homa provoked the violence. 

Diplomats said tha t even if 
Washington did intervene it 
was difficult to see what con- 
cessions either side could 
make to put the peace process 
back on track. 

Mr Netanyahu, increasingly 
beholden to the nationalist and 
far right members of his gov- 
erning Likud coalition, has, 
said one diplomat, “boxed him- 
self into a comer. He cannot 
stop work at Har Homa and he 
cannot give more land to the 
Pales tinians ". 

Mr Arafat, however, win 
require some concessions if be 
wants to maintain his author- 
ity among Palestinians before 
the start of the final status 
talks on Israel’s future borders 
and the fixture of Jerusalem. 

Other senior Palestinians 
have warned that the logjam 
will play into the hands of 
Hamas. Yesterday the Hamas 
leadership in Beirut said it was 
time to “deliver the mercy bul- 
let to the dying peace praxes”. 


are also new allegations that 
leading politicians exerted 
pressure on prosecutors to mid 
their earlier Hanbo Investiga- 
tion quickly. 

The homes and offices of 
two close associates of the 
president's son woe raided in 
connection with the probe, 
which relates to Hanbo’s pur- 
chase of steel manufacturing 
equipment from SMS, a Dns- 
sdldorf company. 

The Investigation concerns 
claims by opposition politi- 
cians against the president's 
son, who has already been 
accused of meddling in state 
i affairs. He was cleared of any 
wrongdoing in the Hanbo 
affair in the earlier investiga- 
tion. | 

A memocandnm discov ered . 
in the raid of his associates ; 
disclosed that supporters of 
the presidenfs son were plan- 
ning a smear campaign 
against opposition leaders to 
dissuade them from cal l in g Mr 
Kim Hyun-chul before a par- 
liamentary committee. 


Italian regulation 


Next month a new broom will 
arrive at the Cansob. Italy’s securi- 
ties mmmiMinn in the farm of Mr 
Tommaso Padoa-Schioppa, who 
takes over as chairman. It is an 
organisation that needs vigorous 
sweeping. Consob has failed to 


When Cable and Wireless Com- 
munications’ creation was 
announced last October, the part- 
ners put a notional value of £&3bn 
($8.4bn) on the combined entity. 
Hurrah, everybody cried, because 
the value was modi higher than the 
sum erf the constituent bits: Mer- 
cury Communications, a UK 
long-distance telecoms group, and 


Germany’s Kirch Granphaa had . 
bad tew months. Take-up oflts dig 
tal pay-televtorao artwork has tee 
below expectations; Britain' 
BSKyB, which was to have finance 
half the losses, potted out and no i 
comos controversy over negotii 
tions for a DMibn (5500m) tear 
Nothing funny about that says th 
company: the' money is no 
intended to stem a cash crisis i 
pay-TV and. anyway, it is perfect! 
norma! for companies to bomu 
money. 

Fair point. The oddity Is th? 
Kirch is seeking ntoney from Baye 
ische Landesanstalt f&r Aufbatif 
nanaierung <LfA> - literally, tb 
Bavarian state-owned company ft 
financing start-ups. Kirch is harifl 
a start-up. As for the LfA, thi 
would be. one of its bigge* 
advances, ft is not surprising rival 
are muttering about state aid. 
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INVESTING IN SOUTH AFRICA 


The country is having to temper its 
aspirations with acceptance of the need for 


pragmatic - and speedy - policies to attract 
foreign money, writes Roger Matthews 

Facing up to new 
global realities 


South Africa once teetered 
so perilously on the political 
precipice it is perhaps inevi- 
table that it should be 
blighted by extreme percep- 
tions. 

So it. was that 1994 was 
christened the year of the 
miracle, when the African 
National Congress took 
power without the country 
co llapsing into civil war. It 
was followed by the honey- 
moon in 1995. when R20bn of 
foreign capital flowed into 
the country and democracy 
.begah to put down roots 
amid relative peace. 

In 1996 the inflow of funds 
ahndst . dried up. tbe rand 
tumbled, crime dominated 
.the headlines, and the gov- 
ernment appeared to be 
floundering. 

.. After less than three 
months 1 1997 has been 
dubbed the year of stability 
. jDd oonsolidation, in prepa- 
ration for the great economic 
\i»p. 'forward in 1998. The 
rand has steadied, money 
■ flows have been partly 
reversed, and Mr Trevor 
Manuel, the first ANC 
finance minister, has been 
transformed from villain to 
hero in a few months. 
.Stripped of the emotion, 
tbs moat consistent theme 
n aming through all this is 
^pragmatism. It delivered the 
political settlement, and it is 
in the process of establishing 
a * consistent economic 
approach through which the 
country can start tackling 
the daunting legacy of apart- 
had. 

' ideology has been, if not 
abandoned, at least tem- 
pered by the acceptance of 
the new global realities. The 
market might not yet rule, 
but the leaders of South 
Africa are increasingly 


aware that it cannot be 
ignored. 

Mr Manuel summed it up 
in his budget speech earlier 
this month: “Job creation 
requires a steady stream of 
capital investment. In cases, 
such as our own. where 
savings ratios are low, we 
need to compete to attract 
savings from elsewhere in 
the world. For all these rea- 
sons, it is imperative we 
take stock of the disciplines 
of the global economy. We 
need to examine continually 
how we integrate into that 
economy, without sacrificing 
our fundamental and impla- 
cable commitment to social 
transformation.” 

No statement better illus- 
trates the transformation of 
African National Congress 
policy, not just in this 
decade, but particularly 
since it came into govern- 
ment in May 1994. 

There are precise growth, 
employment and investment 
targets in the macroeco- 
nomic strategy. Privatisation 
has established itself in min- 
isterial vocabularies, a start 
has been made on dismantl- 
ing foreign exchange con- 
trols. and a tighter rein on 
government spending is 
producing a reduction in the 
budget deficit as a propor- 
tion of gross domestic prod- 
uct. 

Part of the lesson was 
learned the hard way, with 
the rand suffering a fell of 28 
per cent against the dollar at 
its worst point last year. Its 
collapse brought home to the 
government not just the 
importance of getting poli- 
cies right, but of achieving a 
faster rate of delivery. And 
on that issue, the interna- 
tional investment jury is 
still out 


Delivery for most ANC 
members will be judged 
essentially on the pace of 
social change, in terms of 
eradicating the worst pov- 
erty, building bouses, 
improving access to educa- 
tion, and more health care. 
For the investor, foreign and 
local, it means the creation 
of a more friendly environ- 
ment in which businesses 
can grow. 

The two interpretations 
overlap more today than 
three years ago, but the 
political pain of having to 
translate the policy changes 
into hard choices has yet to 
be fully felt. 

One visiting investment 
banker said recently: “We 
are looking, we are inter- 
ested. but we are not yet per- 
suaded. Like a number of 
others we need more evi- 
dence before we will be con- 
vinced. And until that tirwa 
it is likely that, in common 
with others, any co mmi t- 
ment we make will be with 
one eye on tbe exit" 

The pace of change may 
well prove critical The gov- 
ernment is now aware that 
international political good- 
will does not translate into 
economic generosity. Many 
of the companies which left 
South Africa during tbe lat- 
ter years of apartheid have 
re-established themselves, 
but as the government 
acknowledges, there has 
been a disappointly low level 
of new long-term fixed 
investment. 

Similarly, the govern- 
ment’s proposals for a funda- 
mentally new type of trade 
and investment agreement 
with the European Union, 
which would recognise its 
role in assisting the develop- 
ment of the southern Afri- 
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Trevor Manuel: transformed from vfttain to hero 


can region, has been largely 
rebuffed. 

Mr Alec Erwin, minister of 
trade and industry, and 
probably most enthusiastic 
salesman of the new South 
Africa in the cabinet, 
believes foreign investors 
have been slow to under- 
stand the Vmpnrtanrp of the 
changes already made. He 
says that South Africa can 
compete with most other 
countries in what it can 
offer, including political sta- 


bility, a sophisticated infra- 
structure, labour flexibility, 
and export competitiveness. 
In addition, he believes it 
can become the manufactur- 
ing and trading bridge to 
link the fast-growing econo- 
mies of Asia, the Middle 
East, and South America. 

But giving substance to 
that vision is going to be 
tough. This year the econ- 
omy is likely to grow more 
slowly than the 3.1 per cent 
achieved last year. This in 


turn means unemployment 
will continue to swell as tbe 
mainly white first world part 
of the economy sheds more 
jobs. the predominantly 
black third world part has 
yet to attract the labour- 
intensive investment it 
needs. The improvement in 
the current account of tbe 
balance of payments, 
reflecting the slowdown in 
imports and boost to exports 
caused by the devalued rand, 
is only likely to be sustained 
if labour costs and the wor- 
rying signs of renewed infla- 
tionary pressures can be 

ran tain pH 

Of equal immediate con- 
cern is that the growth in 
real gross fixed inve s tme nt 
fen from 10.5 per cent in 1995 
to 7 pa* cent last year, while 
the cost of servicing govern- 
ment debt now absorbs 24 
cents of every rand in gov- 
ernment revenues. Mr Man- 
uel says the debt situation is 
untenable and unsustaina- 
ble, but although his budget 
is designed to reduce the fis- 
cal deficit from 5.1 per cent 
of gross domestic product to 
4 per cent, it remains sub- 
stantially higher than in 
most other developing coun- 


tries. Further cuts are also 
likely to prove more difficult 
as the waste, inefficiency 
and lax accounting of the 
previous government is 
stripped away. 

Meanwhile, Mr Chris Stals, 
the governor of the Reserve 
Bank, believes it is essential 
to maintain a very restric- 
tive monetary policy to com- 
bat the threat of inflation 
again reaching double fig- 
ures. This means little 
immediate prospect of a cut 
in tbe 17 per cent bank rate, 
in itself one of the most 
effective deterrents to invest- 
ment, especially for the 
smaller and medium-sized 
enterprises which are looked 
to by government as the 
principal source of new 
employment 

But against that sombre 
background, hopes are rising 
that tbe policy initiatives of 
the past three years will 
soon bear fruit Tariff cuts 
are exposing companies to 
international competition 
and forcing painful restruct- 
uring In several industries. 
Plans for corridors of indus- 
trial development are advan- 
cing, and none more promis- 
ing than the one which wfl] 


link the central province of 
Gauteng with Maputo, the 
capita] of Mozambique. 

A peaceful southern Africa 
is allowing for greater eco- 
nomic co-operation. The new 
labour relations legislation 
appears to have created an 
effective framework for 
resolving industrial disputes, 
and that part of the trade 
union movement allied to 
the ANC. although opposed 
to many developments in 
economic policy, has not 
sought confrontation. Prag- 
matism may also be tairing 
root in this potentially test- 
ing relationship. 

Whether these positive 
developments are enough to 
deliver the government's 
goals remains doubtful It is 
looking for 6.1 per cent real 
growth in 2000, with infla- 
tion down to 7.6 per cent, 
and gross private savings at 
22 per cent of GDP. the real 
bank rate down to 3 per 
cent, and the creation of 
409,000 jobs. For that to be 
achieved the government 
will have to go beyond its 
newly-learned pragmatism, 
and take the bolder decisions 
demanded by the huge prob- 
lems it inherited. 
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They are part of lscor’s 
diversification programme. It 
requires immense courage to break 
out of the mould of conformity - to 
stop doing the things the way they 
have always been done. It demands 
that we stand back and examine 
ourselves and our methods. To seek 
other ways of moving forward. 

Iscor's management made such a 
decision. They are exploring for 
high-grade coal in Australia and DIVERSIFYING 


ISCOR 


have invested in an iron-ore 
harbour in China, both of which will 
earn much-needed foreign 
exchange. They purchased Titanium 
deposits in South Africa and for the 
first time will be manufacturing 
stainiess steel, in addition to many 
steel-related products for the 
building industry. 

As new opportunities present 
themselves, Iscor will take them. 

For Iscor is diversifying, worldwide. 
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A company 

with the correct elements 
mixed in the proper proportions 
will be globally competitive 
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The Sentrachem Group is a leading South African and 
international chemical corporation that is enjoying 
increasing success in the global marketplace. 


Of the several elements which are key to the Croup’s 
performance, most significant is its clearly defined 
strategic focus. 

As a molecule builder for world markets, Sentrachem 
is intent on broadening its already well established 
international base. 


The company's portfolio is being balanced by a shift 
towards specialised value added products. This has 
resulted in sustained growth even during the down 
cycles that typify the industry. 
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Responsible Care 


Environmental and Social Responsibility issues have 
also been placed under the microscope. Sentrachem is 
an active participant in the Responsible Care initiative 
and has Implemented a progressive social investment 
programme relevant to the development needs of 
South Africa. 


Conclusion? The Sentrachem formula is walking. And 
It's one' that- an jure well for the future. Of both the 
company and all its stakeholders. 


bttp://www,senchem.co.ia 
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ECONOMY • by Roger Matthews 


Hostage to 
vulnerable 


the 

rand 
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INFLATION 


The government 
has little room 
for manoeuvre 
under the weight 
of debt 


The depreciation of the rand 
dominated all other eco- 
nomic developments in 
South Africa last year. In the 
words of the Reserve Bank: 
"While the depreciation con- 
tinued it created uncer- 
tainty. increased the risk 
premium associated with 
investment in South Africa, 
deterred potential foreign 
investment, raised the user 
cost of capital in the domes- 
tic economy, and fuelled 
expectations of rising Infla- 
tion." 

It proved a particularly 
harsh baptism for Mr Trevor 
Manuel, who took over as 
the African National Con- 
gress's first finance minister 
when the rand's slide was 
already well under way. 
However much he. or Mr 
Chris Stais, the governor of 
the Reserve B ank , insisted 
that economic fundamentals 
were sound, their comments 
did little to check the cur- 
rency's collapse. 

By the end of the third 
quarter, the depreciation, 
coupled with declining busi- 
ness confidence, a worsening 
current account on the bal- 
ance of payments, and a 
marked slowdown in indus- 
trial production, provoked 
increasingly pessimistic fore- 
casts for the year ahead. 
Some economists estimated 
that growth could fall to 2 


per cent or less. 

But the tide began to 
swing in the last two months 
of the year. 

The current account defi- 
cit peaked at an annual rate 
of R15bn, and then declined 
progressively to R5bn in the 

final quarter. This halted the 
drain in gold and foreign 
reserves which started to 
improve in January, assisted 
by a stronger inflow of capi- 
tal. There was evidence of a 
modest slowing in the rate of 
increase in money supply 
and domestic credit, while 
industrial output has started 
to revive. 

The rand stabilised, and 
then started to claw back 
some of its 1996 losses. The 
process was aided by Mr 
Manuel’s budget with its 
emphasis on fiscal discipline 
and relaxation of exchange 
controls. 

But even before Mr Man- 
uel spoke, some of the eco- 
nomic gloom had started lift. 
Growth forecasts for the 
year are nudging closer to 3 
per cent again, although the 
inability' of the agricultural 
sector to repeat the strong 
contribution to output it 
made last year means that 
will probably be the upper 
limit of expectations. 

Higher rates will be con- 
strained by a tight monetary 
policy determined by the 
renewed threat of higher 
inflation, and the Reserve 
Bank's commitment to ach- 
ieving greater currency sta- 
bility. 

Although the rate of 
increase in consumer prices 
last year was 7.4 per cent. 


the lowest for 24 years, by 
the final quarter the annual 
rate had risen to 11.6 per 
cent. 

Mr Stais believes that the 
effects of last year's rand 
depreciation have not fully 
worked through, and will 
continue to put upward pres- 
sure on Inflation. 

It was against this finely 

balanced background that 
Mr Manuel delivering a bud- 
get which received a gener- 
ally favourable response. He 
was able to deliver the 
pledge made by bis predeces- 
sor that the fiscal deficit 
would be cut to 5.1 per cent 
of gross domestic product, 
and Introduced proposals 
which should reduce It to 4 
per cent in this financial 
year. 

The government's longer- 
term strategy has already 
set the next goals of 3.5 per 
cent and then 3 per cent in 
the fiscal year 1999 to 2000. 
Mr Manuel accepts there is 
little room for manoeuvre 
with debt service costs fore- 
cast this year to eat up 21 
per cent of total estimated 
government expenditure, 
equivalent to 6.4 per cent of 
gross domestic product. 
“The bigger our deficit the 
less money there is to invest 
in social development, pov- 
erty relief and the develop- 
ment of human resources," 
he reminded MFs. 

International Investors 
should have been encour- 
aged by the further steps 
taken to remove exchange 
controls. The impact on the 
rand of allowing South Afri- 
cans to remit some money 
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Foreigners spark 
feeling of euphoria 
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Overseas interest 
has pushed the 
all-share index 
to new highs 
this year 
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overseas, and to open foreign 
currency accounts in domes- 
tic banks, will not be felt 
until after July. Mr Stais 
hopes to have more reserves 
with which ~to lean into the 
wind" by then if demand for 
dollars is higher than expec- 
ted. He may also be able to 
count on a substantial 
inflow of dollars resulting 
from the sale of a 30 per cent 
stake in Telkom. 

But these more promising 
developments appear to be 
having little impact on 
unemployment. South 
Africa's most deep-seated 
and apparently intractable 
problem. The budget review 
estimated total employment 
at 10.2m based on figures 
from October 1995. This left 
about 4.7m people or 29 per 
cent of the economically 
active population without 
jobs. 

The review also pointed 
out that job losses in the 
past year in min ing, con- 
struction and manufacturing 
were only partly offset by 
increased employment in 
services. 

The Reserve Bank, in its 
latest quarterly review, 
added that the decline in 
employment since the sec- 
ond half of 1995 was largely 
due to efforts by the private 


sector to reduce costs and 
improve efficiency. It also 
underlined that the ” rela- 
tively high rate of increase 
in real wages" last year was 
only partly offset by produc- 
tivity gains. 

"This increase in real 
remuneration per worker in 
an environment of rising 
unemployment was not in 
keeping with what could rea- 
sonably have been expected 
under such circumstances." 
said the bank. 

Bat Mr Manuel remains 
optimistic. He expects the 
economy to grow by 23 per 
cent, during this year of 
“consol ida tion", the manu- 
facturing sector to expand 
much faster than in 1995, a 
considerable surplus to be 
recorded on the current 
account, and a higher but 
slowing rate of inflation as 
money supply and credit 
growth both contract 

He is still hostage, how- 
ever. to the rand's vulnera- 
bility. especially to political 
developments - and to the 
unanswered question 
whether the economy can 
sustain growth rates of 4 per 
cent and beyond without 
triggering the balance of 
payments and inflationary 
problems which have 
plagued it in the past 
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Broken; at the Johannesburg 
Stock Exchange have discov- 
ered the fickleness of foreign 
sentiment. After the turmoil 
that rocked the currency 
markets last year the new 
year has brought an extraor- 
dinary surge in confidence 
among foreign investors. 

Helped by a modest appre- 
ciation of the rand and the 
heady mood on Wall Street, 
the all-share index has 
reached new highs this year. 
Foreign buyers, traditionally 
deterred by the high price of 
blue-chip South African 
stocks relative to other 
emerging markets, last 
month boosted trading vol- 
umes to a record doily aver- 
age of R83dm. 

"The foreign interest has 
sparked a state of euphoria 
and Lhe feelgood tempera- 
ture is running high." says 
Mr Edward Osborn, econo- 
mist at stockbrokers Edey. 
Rogers and Company. "In a 
much exaggerated and exu- 
berant form, this has the dis- 
tinct appearance of a re-run 
of the first six weeks of 
1996." 

Investors hope the resem- 
blance trill not extend to the 
second six weeks of last 
year, when exuberance 
turned abruptly to despair. 
The collapsing rand wiped 
out foreigners’ gains from 
two bull years, and dealt a 
severe blow to national 
morale. "Everyone has been 
through a crisis of confi- 
dence,” says Mr Jacko 
Maree. managing director of 
Standard Corporate and Mer- 
chant Bank, "but the rand 
was not the end of the 
world." 

From December to Febru- 
ary this year the all-share 
index gained 7.3 per cent, 
buoyed by a leap of 14.4 per 
cent in the financial index. 
The total capitalisation of 
the JSE has increased by 7.5 
per cent to RIJ215bn over the 
same period. The market is 


still dominated by a handful 
of local institutions, but the 
higher trading volumes 
increased liquidity - mea- 
sured as a proportion uf mar- 
ket capitalisation - to 17.1 
per cent in February A year 
ago liquidity was 10.3 per 
cent - a level which many 
thought would not improve 
without the abolition of 
oxchungr controls. 

Much of this reflects 
increased participation by 
foreign fund managers. Vol- 
umes have increased 
steadily since the abolition 
early last year of the tradi- 
tional open-outcry trading 
floor in favour of screen- 
based electronic trading. The 
trend has been encouraged 
by new regulations allowing 
foreign -owned banking insti- 
tutions to deal in securities, 
and simultaneously permit- 
ting broking firms to trade 
on their own account. 

The general confidence 
does not extend to gold, 
where some of Johannes- 
burg's oldest stocks have 
trailed other sectors. At 
1.566. the all-gold index is 
12.3 per cent lower than its 
February 1996 level, causing 
gold stocks to lose much uf 
their lustre as a rand hedge 
for local investors. The bene- 
fits or devaluation, which 
boosted the net value of gold 
exports by 16.7 per cent last 
year and provided a fillip for 
local mines, have been 
eroded by the weakness in 
the global bullion market. 

The industrial index has 
also lagged the ail-share 
index, and in spite of a mod- 
est recovery last month 
remained 0.7 per cent below 
Its level In February 1996. 
Analysts say the delayed 
Impact of rising exports, and 
the prospect of a cut in inter- 
est rates later this year will 
enhance its performance. 

Other counters • notably 
Sasol. the synthetic fuel pro- 
ducer. and Persetel. a net 
exporter of computer soft- 
ware - have benefited from 
local investors seeking to 
hedge against currency risk. 

Black-controlled busi- 
nesses have also gained in 
stature, with most having 
comfortably outperformed 


the market last year. Them 
are now w black-cunlroBed 
stocks which make up 
per cent of the market by 
capitalisation- 

Hopes that the three- year- 
old bull run will continue 
arc encouraged hy steady 
progress in casing exchange 
controls, and the .unit of the 
lung-delayed privatisation 

programme. According to 
the latest briefing from Stan- 
dard Bank, the rand could 
“perform much hotter io 
1997 than was thought possi- 
ble a month or two ago". 

Tills optimism r. shared by 
ING Barings, which expects 
foreign inflows to the JSE to 
top $2.?hn this year, from 
Sl^Sbn last year and SlJHbn 
in 1995. These will he 
encouraged by the recent fall 
in marketable securities tax, 
which was cut bum 0.5 per 
cent to 0 25 per cent in the 
February Budget. Foreign 
market funds are forecast to 
increase their exposure to 
Johannesburg from last 
year’s average of 4 per cent 
to 5 per cent tn 6 per cent to 
7 per rent by the end of this 
year. 

In spite uf these trends, 
foreign exposure to South 
Africa remains well short of 
the pet cent recom- 
mended in the indices uf 
most multinational ratings 
agencies and investment 
banks. 

The shortfall is nut 
entirely explained by cur- 
rency Itnd political risks. It 
is also due to exchange con- 
trols inhibiting what many 
see as South Africa's poten- 
tial to emerge as a hub for 
local and International min- 
ing groups with expanding 
Afric.in interests. 

Only when these controls 
are removed will the critical 
Issue uf a fair value fur the 
rand be resolved.. In spite of 
persistent efforts, econo- 
mists have spectacularly 
failed to devise a formula foi 
valuing the rand, Mr Osborn 
blames the dominance in the 
local economy of primary 
exporters, whose innate pro 
ductivity problems and 
dependence on commodity 
markets has defied analysts' 
calculations. . - 


POLICIES • by Roger Matthews 


Cautious approach to 
problematic legacies 


Exchange control, 
privatisation and 
competition are 
more thorny 
than expected 


The three linked issues of 
foreign exchange controls, 
reorganisation on the state 
sector to include elements of 
privatisation, and competi- 
tion policy, loom large for 
potential investors, espe- 
cially those from overseas. 

Equally, for the govern- 
ment they provide three of 
the most problematic lega- 
cies from South Africa's 
lengthy political and eco- 
nomic isolation. Each, in 
their different ways, hinder 
investment, but radical 
reform requires economic 
risk and a political willing- 
ness to confront established 
interests. 

So far the government has 
opted for caution. Per- 
versely. competition policy, 
on which the- African 
National Congress shows 
most political will to make 
substantial change, is the 
one on which there has been 
least progress. In spite of 
strident statements from the 
ANC national executive 
about the urgency of break- 
ing what it describes as the 
stranglehold on the economy 
exercised by the country's 
five biggest conglomerates, 
the introduction of legisla- 
tion has been repeatedly 
postponed. Mr AJec Erwin, 
minister of trade and indus- 
try, says a draft law will be 
tabled this year. 

The arguments were last 
thoroughly rehearsed in 
1995. when Mr Trevor Man- 
uel, then responsible for 
trade and industry, appeared 
determined to press ahead 
with the issue. With the big- 
gest groups directly or indi- 
rectly controlling up to 75 
per cent of the Johannes- 
burg Stock Exchange, the 
need for greater diversity of 
ownership appeared obvious. 

Mr Manuel was told sev- 
eral times by visiting trade 
groups that entry to the 
market was blocked in 
effect, in part because com- 
panies would be forced to 
rely on suppliers controlled 
by their main competitors. 
But whether this dominance 
should be tackled by seeking 


to force the conglomerates to 
unbundle, or by imposing 
hefty penalties on those 
proved to be abusing a domi- 
nant position, was not satis- 
factorily resolved. 

The conglomerates argued 
in response that It was the 
efficiency of the companies 
they controlled which made 
it difficult for foreigners to 
compete, and warned that 
forced sales would be vigor- 
ously opposed, not least 
because of- the damage it 
would inflict on investor 
confidence. 

When Mr Manuel showed 
the draft bOl on competition 
policy to legal advisers, he 
was warned that it was so 
full of loopholes, and so 
poorly constructed, that it 
needed substantia] revision. 
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Perhaps the most telling 
argument advanced by the 
conglomerates was that, 
even if they wished to 
divest, because of exchange 
controls there was no oppor- 
tunity to reinvest the pro- 
ceeds other than in South 
Africa. The validity of this 
argument has been broadly 
accepted by government, 
which is committed to the 
progressive abolition of 
exchange controls but 
rejects the “big bang" 
approach demanded by lead- 
ing industrialists. 

In this, the government 
has the full support of Mr 
Chris Stais, the governor of 
the Reserve Bank, and the 
International Monetary 
Fund. The risks are just too 
great. If a "big bang” was 
followed by a demand for 
foreign currency which 
exceeded the reserves, plus 
additional credit lines, inter- 
est rates would have to soar 
and there might be no alter- 
native to the relmposULoa of 


controls. The damage to th* 
credibility of the ANC gov 
eminent, and consequent 
political instability, could tx 
severe. 

Instead the government 
will stick to Its policy o' 
relaxing controls as condi 
tions permit. The latest 
instalment came on the 
March 12, when Mr Manuel 
in his first budget as finance 
m i n ister, announced a pack- 
age of measures which wil 
allow South Africans tc"- — 
remit currency oversea! 
from July 1, or to hold Tor 
eign currency accounts lr- , 
domestic banks. Although i 
the limits have yet to bt 
announced, it is an impor 
tant first step in gauging thi 
level of pent-up demand foi 
foreign currency among indi 
vidua Is. Should demam 
prove less than some alarm 
ists fear, further relaxation: • 1i 
can be expected. 

The regulations affecting. ~ 
the overseas investments o ' 4 • 
South African companie. 1 
have been slightly eased, bu* .. , 
the government will con \ •' 
tinue to be cautious in it*' -. , 
approach to institutiona-. „ , 
Investors. Insurance compa.„ 
nies alone control abou — 
R375bn in assets. As a firs-j^., 
step they would like to hole 
10 per cent of this in foreigr 
assets, a sum three time: - . 4 t< 
greater then the govern -. 
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meat's net gold and fbreigi 
currency reserves. 

Progress on reorpanisim 
the state sector has als< 
turned out to be more com 
plex than the governmen 
initially expected, and 
been complicated of th> 
strong ideological opposition 
of the ANC's union allies b 
privatisation. 

The Impending sale of a 3 
per cent stake in Telkom fo 
R5bn to R6bn will be by fa , , 
the largest disposal in tb " 1 ^ * 
next 12 months, accompon 
icd by the sale of the smal 
airline Sun Air. and Aven 
tura, . the hotel and resort 
company. The search for a> 
equity partner for Soutl 
African Airways, and othe 
transport related companies 
will depend on the reargani 
sation of Transnet. the state 
owned transport sector, « 
task made more chaUenginj 
by financial problems causw 
in part by the underfund 
of pension schemes. 
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INVESTING IN SOUTH AFRICA 3 


LABOUR * by Mark Ashurst 


New constitution 
for the workplace 


EUROPEAN UNION TRADE • by Caroline Southey 


wage 

ana 


There have been 
fewer strikes but 
;e inflation 
and joblessness 
still persist 

Four mouths after the 
implementation of the new 
Labour Relations Act, South 
African trade unionists are 
savouring the fruits of their 
affiance with the ruling Afri- 
can National Congress. 

"Looked at from the nar- 
row perspective of immedi- 
ate worker and union inter- 
ests," says Mr Andrew Levy, 
whose industrial relations 
consultancy counts an array 
of blue chip companies 
among its clients, the new 
legislative framework Is 
“dose to an unalloyed tri- 
umph’’ for the labour move- 
ment.' 

The act - a composite of 
collective bargaining proce- 
dures inspired by Germany 
and the Netherlands, and 
customised dispute resolu- 
tion mechanisms modelled 
on those of North America - 
ha« created a new constitu- 
tion for die workplace. 

After decades of industrial 
strife, exacerbated by the 
role of. trade unions in the 
anti-apartheid movement, 
the new system has scored 
some early successes. OfD- 
rial figures show that under 
the old dispensation less 
than 30 per cent of industrial 
disputes were settled with- 
out industrial or legal 
action. The new mechanisms 
for conciliation and arbitra- 
tion claim settlement rates 
of close To 8Q per cent since 
taking effect in November. 

Their effectiveness is due 
In part to the role of indus- 
try-level centralised bargain- 
ing structures, which have 
shifted much of the most 
contentious areas of negotia- 
tion away from the new 
workplace forums. 

Ironically, the sectoral 
bargaining procedure takes 
sectoral bargaining out of 
the equation on the shop 
floor," says Prof Clive 
Thompson, head of the 
labour law unltat the Uni- 
versity of Cape Town. "They 
provide an economic floor 
across a whole industry, 
without sacrificing the scope 
for enterprise-level agree- 
ments. There is an explicit 
second channel for negotia- 
tion through workplace 
forums.’’ 

This parallel structure has 
been criticised as excessively 
complex by many business- 
men, who acknowledge its 
sophistication but say that 
Institutionalised bargaining 
flies in the face of several 
well documented trends. 
They say that the new sys- 
tem will simply encourage 
the shift towards more infor- 
mal types of employment, 
increased use of temporary 
staff, outsourcing of non- 


core activities, and the 
replacement of manpower 
with machines 

Such trends highlight the 
problems of correcting the 
exploitative labour practices 
of apartheid without compro- 
mising flexibility in an 
increasingly uncertain 
labour market. Yet many of 
the act’s creations have ante- 
cedents in the apartheid era. 
Its underlying logic of paral- 
lel bargaining structures 
owes much to the companies 
which, in the 1980s. reacted 
to unions' suspicions of min- 
isterial appointees to the 
Industrial Court by develop- 
ing extra-statutory systems. 

The greatest concern 
among businessmen is that 
the shift to a less adversarial 
system has yet to foster a 
reduction in the rate of wage 
inflation. Collective bargain- 
ing has Improved the situa- 
tion. Last year, negotiated 
wage settlements resulted in 
average increases of 93 per 
cent, the lowest level since 
1986, but overall wage infla - 

After decades 
of industrial 
strife, the new 
system has 
scored some 
early successes 

tion, which includes sectors 
not covered by the strictures 
of the Labour Relations Act, 
rose to 11-25 per cent last 
year. Measures to reduce 
controversial wage differen- 
tials in the retailing, con- 
struction and manufacturing 
industries resulted in the 
lowest paid workers in many 
sectors receiving increases 
of 15 per cent of more. 

These inflationary settle- 
ments may have contributed 
to the relatively low level of 
strikes. Mr Levy reports that 
1.7m working days were lost 
last year, compared with 
1.6m in 1995, which was the 
lowest since 1988. The figure 
was boosted by a week-long 
strike by textile workers, a 
sector under severe pressure 
in the wake of tariff liberal- 
isation. and an illegal strike 
at Anglo American's Rusten- 
burg Platinum, which was 
condemned by the recog- 
nised trade unions. 

Few would contest that 
the stabilisation of industrial 
relations is the first step in 
creating an investor-friendly 
labour market There is also 
evidence of an increase in 
labour productivity, which 
has increased by about 3 per 
cent a year since 1995, in 
spite of the feet that no com- 
pany has yet achieved a 
binding agreement on pro- 
ductivity in any of the new 
negotiating chambers. A 
simultaneous rise in the pro- 
ductivity of both capital has 


ftielled growth of manufac- 
tured exports, while the 
increase in average unit 
labour costs has lagged 
wages, and increased by less 
than 9 per cent last year. 

For the ruling African 
National Congress, these are 
hollow victories rooted In 
the persistent problem of 
increased joblessness. Three 
years of economic expansion 
have failed to create new 
jobs - a situation that the 
government can ill afford. 
With the new labour rela- 
tions framework in place, 
and one third of the econom- 
ically active population out 
of work, the stage is set for 
reforms which put the needs 
of the jobless above the 
interests of the employed. 

The first of these measures 
is the Employment Bill, 
which will seek to encourage 
job creation at the expense 
of overtime for those already 
in work. According to the 
International Labour Organi- 
sation the level of overtime 
worked in South African is 
among the highest in the 
world. 

Mr Tito Mboweni. minister 
of labour, plans to correct 
this by raising rates of over- 
time pay ~ a proposal he 
hopes will “get more people 
working rather than getting 
existing employees working 
more”. 

Such reforms are particu- 
larly sensitive because of the 
political alliance between 
the Congress of South Afri- 
can Trade Unions and the 
ANC- Unions stalled the gov- 
ernment’s privatisation pro- 
gramme for much of last 
year, but ultimately won few 
concessions in the policy 
arena. 

The government's macro- 
economic strategy, spelt out 
in the Growth. Employment 
and Redistribution docu- 
ment (GEAR), largely 
ignored union opposition to 
further liberalisation of the 
economy. 

At the root of the differ- 
ences lies the question of the 
future role of the union 
movement, whose loyalties 
have been tested by the nse 
of union pension funds to 
promote emerging black 
business. 

The conflict of interest is 
particularly apparent in the 
their tolerance, if not sup- 
port, for the key aspects of 
GEAR. In spite of tentative 
support for market-oriented 
.reforms, labour remains res- 
olutely opposed to holding 
wages to inflation or less, a 
policy urged by ministers. 

While the role of the 
unions will take time to 
emerge, investors will have 
to come to terms with a 
strong labour movement. 
"That need not entail an 
ineluctable clash," says Prof 
Thompson. “The sheer disci- 
pline of globalisation will, 
have an impact. The unions 
are not antedeluvian." 
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EU’s patience is running out 


Diplomats are 
finding it difficult 
to accommodate 
demands coming 
from Pretoria 

The Ell's attempt to forge 
closer ties with post -apart- 
heid South Africa is proving 
to be one of the most trou- 
blesome bilateral deals ever 
negotiated and is beginning 
to test the patience of diplo- 
mats in Brussels. 

Initial enthusiasm when 
the first ideas on a wide- 
ranging trade and co-opera- 
tion pact were mooted two 
years ago has faded. The pre- 
vailing mood is one of dis- 
trust between Brussels and 
Pretoria and tension among 
the EU’s 15 member states 
over what South Africa 
should be offered. 

South Africa’s chief nego- 
tiator admits the obstacles 
are formidable. “Our posi- 
tions are wide apart, particu- 
larly on trade," says Mr 
Elias Links, the Republic’s 
ambassador to the EU. 

He says there is a “grow- 
ing realisation" in Pretoria 
that the EU is finding it diffi- 
cult “to deliver its initial 
promises. It is easy to agree 
on objectives but problems 
arise when it comes to deliv- 
ery by the 15 member 
states". 

EU diplomats in Brussels 
admit that the proposed deal 
with South Africa is proving 
difficult to negotiate. “The 
strange thing with these 
negotiations is that the part- 
ner does not seem very inter- 
ested in striking a deal. 

It appears South Africa’s 
political leadership is not 
really convinced they want 
an accord with us,” an EU 


official said. 

EU diplomats believe 
“warm feelings towards 
South Africa" still exist, but 
that the EU's patience is 
“running out”. 

The main obstacle to prog- 
ress is the EU’s proposal 
that the two sides should 
enter into a wide-ranging 
trade and cooperation pact, 
which would include the 
eventual creation of a free 
trade area (FTA). Under 
such an agreement both par- 
ties are obliged to phase out, 
over a fixed period, all barri- 
ers on the bulk of goods 
traded. 

Pretoria’s objection to the 
plan is that it puts as much 
onus on the weaker party as 
it does on the stronger part- 
ner. “FT As are suitable deals 
for developed countries. 
They are less appropriate 
when one country is eco- 
nomically much stronger 
than the other," a South 
African trade official said. 

South Africa has argued 
that, given its level of eco- 
nomic development, it 
should have been offered the 
preferential trade terms 
offered to African, Caribbean 
and Pacific countries under 
the Lomfi convention. 

Although South Africa has 
settled for qualified acces- 
sion to Lom6 without the 
preferential trade terms, Pre- 
toria remains committed to 
securing a deal that focuses 
on its development needs. 

Efforts by the two sides to 
find common ground on the 
FTA has been further under- 
mined by EU countries 
insisting that 40 per cent of 
South Africa’s agricultural 
exports to the EU should be 
excluded from the deaL 

“The question we are ask- 
ing Is whether this is a real 


South African Imports from EU 


Nudear reactors, boflere, machinery etc 

Be«C focal machinery and parts 

Other undassfed goods 

Vehides [exd railway) end pans 

Optical, photographic, measuring equipment ate 

Plasties and plastic articles 

Organic chemicals 

Mho chemical products 

Paper and paperboard 


Rond 

foot? 

% of 
total 

11,803,283 

24.51 

8,738,028 

13.99 

4,289,439 

8.93 

4.144.458 

&61 

1373.830 

3.89 

1 .557.575 

3 3 

1,539.748 

33 

1.160354 

2.41 

1,103,310 

2.29 


Sdlrsl South Africa Department of Trade and Industry 


South African imports from SADC* 



Rand 

<0001 

■% or 
total 

Tobacco and rranufactured tobacco substitutes 

331.565 

17.17 

Cotton 

175.B85 

9.11 

Wood and wooden articles 

127,010 

6.58 

Articles of apparel & clothing accessories 

7B£2 7 

3.98 

Natural or aAurad pearis. preoois mauds etc 

69.077 

3.58 

Nuefear react ore. boilers. machinery etc 

65.364 

3.39 

iron and steel 

60,347 

3.13 


•Southern Africa Development Commnfry Source. South Africa Deportment of 

Trade and Industry 


free market agreement,” Mr 
Links says. “The exclusion 
list is not in line with the 
objective of securing the 
growth levels and develop- 
ments such a deal should 
help achieve.” 

EU officials believe that 
South Africa has exagger- 
ated the importance of the 
exclusion list, pointing out 
that the farm products repre- 
sent only 4 per cent of trade 
with South Africa and that 
the proposed deal would 
cover 96 per cent of trade. 

“There is no other FTA 
with that level of coverage,” 
an EU trade official says. 

But the issue has delayed 
progress. South Africa has 
withheld tabling a detailed 
response to the EU’s pro- 
posed mandate. Instead it 
issued a document earlier 
this year setting out its argu- 
ments for a deal which 


would focus on South 
Africa’s development needs. 

EU officials believe the 
absence of a detailed negoti- 
ating document from Pre- 
toria is a sign of divisions in 
the South African govern- 
ment about bow to proceed. 
“The problem is that they 
don’t know what they want," 
a trade official said. 

Nevertheless, EU officials 
believe differences on an 
FTA are being narrowed as a 
result of progress on two key 
issues - the pace at which 
the EU will remove trade 
barriers and an acknowl- 
edgement that the deal can- 
not be allowed to undermine 
South Africa's trading rela- 
tions with neighbouring 
countries. 

“Both sides accept that the 
EU has to open up its mar- 
kets faster. The EU also 
accepts that it cannot 


demand conditions that will 
undercut regional markets." 
the EU official says. 

South Africa has argued 
that any deal with the EU 
has to take into account 
regional trade pacts. “We 
would be hurting ourselves 
if we just walked out of a 
customs union with our 
neighbours. We cannot have 
a deal with a third party 
that is detrimental to the 
others. Any deal with the EU 
is automatically binding on 
all customs union coun- 
tries," Mr Links says. 

One obstacle at least 
appears within sight of being 
settled - agreement on (lie 
terms of South Africa's 
accession to Lome. Spain 
had argued that the EU 
should withhold approval of 
accession until Pretoria 
made concessions in other 
areas of negotiations. 

“There is not that much 
for us economically or finan- 
cially- in Lome so there is 
little incentive to pay a price 
for it.” Mr Links says, 
although he admits that 
membership is important for 
political reasons. 

Spain's objections struck a 
chord with some EU officials 
Involved in negotiations. 
"Maybe we have conceded 
too much too early.” says 
one official. 

He points out that the EU 
has already committed 
ECU125m in funds and a fur- 
ther ECUlSOm in loans 
annually over the next four 
years. “That is bigger than 
what we do for countries 
such as Poland and Hun- 
gary.” the official adds. 

Diplomats have not given 
up hope of concluding a 
deal. Both sides point to 
progress in technical negoti- 
ations. 
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FOREIGN INVESTMENT • by Mark Ashurst 


Knight Frank 




Among the many developing 
countries vying for the 
attention of foreign Inves- 
tors, South Africa is an obvi- 
ous anomaly. Judged against 
the emerging markets indi- 
ces drawn up by global rat- 
ings agencies and invest- 
ment banks, its share of the 
world's emerging market 
funds lags well behind the 
theoretical targets. Yet, local 
institutions are loaded with 
cash, the stock market has 
sustained Its bull run for 
more than three years, and 
the prospects for continued 
growth in corporate earnings 
are sound. 

The discrepancy is unique 
to South Africa - a country 
that boasts a relatively 
mature financial and indus- 
trial infrastructure, but was 
isolated from the outside 
world by sanctions. “We are 
not really an emerging mar- 
ket," says Mr Jacko Maree. 
managing director of Stan- 
dard Corporate and Mer- 
chant Bank in Johannes- 
burg. “The indices are 
probably overstated and it 
will be a long time before 
people are fully up to weight 
in South Africa.” 

As a result, the country Is 
at a disadvantage when com- 
peting for foreign funds 
against more authentic 
emerging markets, where 
capital is more easily 
seduced by higher growth 
rates. To achieve the govern- 
ment's target of annual 
gross domestic product 
growth of 6 per cent by 2000 
requires fixed investment of 
25 per cent of GDP. “At this 
stage, that can only be 
financed by foreign invest- 
ment." comments Mr Jos 
Gerson, chief economist at 
Smith Borkum Hare, the 
South African arm of the 
Merrill Lynch group. Last 
year fixed investment 
reached about 17-18 per cent 
of GDP. a level which 
already exceeds the gross 
domestic savings rate of 16 
per cent among local corpo- 
rations. 

In the wake of last year’s 
volatility, the official targets 
may be Utopian. After two 
years of surging capital 
inflows to the equity and 
bond markets, and a creep- 
ing increase in fixed invest- 
ment, the sharp devaluation 
of the rand was a rude shock 
to many foreigners. By the 
second half of 1996, the net 
inflow of long-term capital 
had ground to a sudden halt 




Jay NSdoo (left): launching the privati sa tion programme; LesSe Boyd (right): *we need the know-how 1 

Asia takes up 
the challenge 

After years of isolation, South Africa is welcoming the 
return of many multinational companies. Profiles of some 
of these companies appear on this and the next page 


In the December quarter, 
there was a net outflow of 
R5.4bn from the private sec- 
tor. as nervous local corpora- 
tions rushed to settle foreign 
debt and foreigners offloaded 
equity worth RSOOm on the 
Johannesburg Stock 
Exchange. According to 
Reserve Bank statistics, 
annual net inflows plum- 
meted last year from Rl5.lbn 
in 1995 to R4.9bn. 

There have been signs of a 
swift recovery this year, 
although longer term inves- 
tors are still outweighed by 
short term ones. “Foreign 
funds are increasing their 
exposure to South Africa 
from 3 per cent to around 6 
per cent this year, and they 
will eventually get up to 18 
per cent.” insists Mr Gerson. 
Even if this does not happen, 
the volatility of the rand has 
been a sobering lesson that 
may ultimately be in South 
Africa's best interests. "I 
notice every time I go to 
London or New York that 
there are more people who 
know about South Africa. 


We are becoming less sus- 
ceptible to event risk," says 
Mr Maree. 

International confidence 
may be improved this year 
by liberalisation of the pub- 
lic sector. After much politi- 
cal controversy, privatisa- 
tion is due to begin in 
earnest next month with the 
sale of a 30 per cent equity 
stake in Telkom, the state- 
owned telephone utility, to a 
foreign communications 
group. The deal is the big- 
gest privatisation in 
southern Africa to date, and 
the linchpin of the govern- 
ment's strategy to establish 
a regional hub for global 
telecommunications traffic. 
“None of the government's 
plans can come to fruition 
without an information 
backbone,” says Mr Jay Nai- 
doo. minister of telecommu- 
nications. 

Most bidders have been 
deterred by tbe complexities 
of the transaction, and only 
one final offer was received 
from a consortium of SBC 
Communications and Malay- 


sia Telekom before the Feb- 
ruary 28 deadline. Mr Naidoo 
expects the deal to raise 
R5bn-R6bn, which Includes a 
premium calculated on the 
basis of the projected value 
of Telkom when its monop- 
oly expires early next cen- 
tury. If this price is 
achieved, the investment 
will dwarf the previous 
record foreign investment of 
Rl.9bn from Petronas, the 
state-owned Malaysian oil 
and gas company, for a 30 
per cent stake in Engen. the 
oil company, in July last 
year. 

Both transactions signal 
the expansionist plans of 
Malaysian business, a devel- 
opment welcomed by tbe rul- 
ing African National Con- 
gress which has sought to 
forge new economic ties with 
developing nations. While 
many western-based compa- 
nies wj thin the OECD have 
returned to South Africa by 
reinvesting in Interests 
abandoned during the sanc- 
tions era, Malaysia has no 
history of previous invest- 


ment. Its recent Industriali- 
sation, rapid growth and 
anti -apartheid heritage have 
enabled a mutual economic 
interest to emerge from the 
warm diplomatic ties 
between the two countries. 

Seven Malaysian groups 
have invested more than 
mostly in the energy, 
property and tourism sec- 
tors, and analysts expect fur- 
ther inflows. A survey car- 
ried out last month by 
BusinessMap, a local 
research agency, suggests 
that Malaysian companies' 
experience of “growing up In 
an emerging or transitional 
economic environment has 
probably made them less 
risk averse than western- 
based companies to South 
Africa's new political sta- 
tus”. 

Their activity has been 
matched by Japan, where 
multinational car manufac- 
turers have acquired stakes 
in the local operations of 
Automakers, assemblers of 
Nissan vehicles, and Toyota 
South Africa. Their objective 
has been to expand outside 
the established market by 
developing new distribution 
networks in the rest of 
Africa. A similar logic under- 
pins a spate or joint ventures 
in the heavy manufacturing 
sector, of which the latest 
example is a three-way deal 
between Komatsu, Itochu 
Corporation and Anglo 
American Industrial Corpo- 
ration. The Tokyo-based 
groups will inject R90m into 
a new company, Komatsu 
South Africa, to supply min- 
ing and construction equip- 
ment across the continent 

The appeal of new export 
markets remains the princi- 
pal motivation for new 
investment by foreign com- 
panies, whether from the 
east or from the west. In 
many instances, such as 
Coca-Cola's recent injection 
of R500m to install new plant 
and distribution facilities at 
its seven South African bot- 
tlers, the investment has 
been matched by local capi- 
tal. Where local conglomer- 
ates are involved, foreign 
partners are more likely to 
contribute management 
skills, new technology or 
access to international mar- 
kets. “We seldom need the 
capital." insists Mr Leslie 
Boyd, chairman of Anglo 
American Industrial Corpo- 
ration. “What we need is tbe 
know-how.” 


A nation of 
opportunities 

Hi6 company has Retail . 

set up in a market V.'-* 

it expects will • 

burgeon in the .^nnt«hm^ -■ . :: 

coming decade a** A ; " ■ ■ • 


Knight Fr ank, the UK-based 
international property 
consultant, had been looking 
at the South African market 
for five years before it took 
the plunge in February and 
acquired a stake in 
Multiprop, established in 
Johannesburg three years 
ago by Mr MEke Brown and 
Mr Ian Young. 

The company will trade 
under the Knight Frank 

namo nnd ?im to take 

advantage of what Mr Brown 
describes as the “fantastic 
opportunities that have 
opened op here since the 
general election in 1994”. 
Knig ht Frank will make “a 
significant capital injection”, 
allowing the present 
operation to expand and 
become the hub of its 
African operations. 

Mr Peter Caroe. Knight 
Frank's regional chairman, 
says South Africa is 
essential to the company’s 
strategy in Africa, where it 
already has 14 offices in five 
countries, and to its wider 
international ambitions. A 
survey of the South African 
market by Knight Frank 
concludes that it is among 
the largest and most 
diversified in the world and 
“should emerge as one of the 
most important 
international real estate 
markets over the next 10 to 
15 years". 

This is in part due to the 
Impact of having being 
largely closed to foreign 
investment for so long. 

There is minimal foreign 
ownership of commercial 
property and the Knight 
Frank survey shows that 
ownership is concentrated in 
government, with about 
130,000 properties, and a 
small number of large 
institutions. Estimates 
suggest that these 
institutions control 60 per 


Johannesburg > -• 

' Cape T0wa ' . 

■ Pretori a . ' •• y ..- : : ’ • 

‘ Durban • • ■.? .. ••• 

.-Port ERzsbath j 

■ East: London 

Cantai* tara&W&.tijsMcf'’- 


PttmCBO'iM: 

f«* 

' ; : 

’.T05-ti6 

VY>' - : (55-70’ 
, > : : tdO-110 


MowwtotM 
ratal rent 
q mftnowtte 

173-125 
65-75 
75-65 
85-105 
. 110-120 
. n/a 


Sounstt fCnght Bank Reaamck 


Office market; (hHn^^qokrtsr, 199<4 

GMh - : :.;Awa*ah*fty ' Var n ory Ww ««** 

. -,-|aqW r Vf»Q.*i*. *** P4 tR pe raq m 

. • v ■ . . par moatti 

JohaarMeburg : ; 5,257.1 ar-f 524,975 . 10.0 45-55 

Cape Town 1511 j20& : 96j2GO , 6.4. 35-45 

Pretoria'- ■ ■ ' ••-rl^.aaVy.i 168^100- 104 •• 30-4 0 
DUrfwt. ■; ' v>- - 9S2A0O- .98,700 •• .106 . 40-50 

Potf BasbetoV.- ^ . '_ 19 ' e 30 ~ 3S 

- • x /ri'V-fcv Sousa- Frank flewtA 

. sv _ .5 V a ; , 3- 


' cent to 70 per cent of the 
market. 

The two biggest are Old 
Mutual and San lam, with 
property portfolios of RlObn 
to R15bn respectively, 
followed by Liberty life with 
about R6bn, and Southern 
Life and Anglo American 
with between Rlbn and 
R3bn. 

The market for office 
space has been particularly 
buoyant in the past three 
years, assisted by some 
foreign arrivals but driven In 
Johannesburg by the 
continuing move northwards 
from the crime-afflicted 
central business district- 
K night Frank says office 
rents for prime space rose 12 
per cant in Johannesburg 
last year, 17 per cent in 
Durban, and 20 per cent in 
Cape Town. 

It expects the main South 
African markets to show an 
annual rental growth of ' 
about 15 per cent over the 
next five years, or about 5 
per cent above the national 
inflation rate. Even so, tbe 
markets will remain 
considerably cheaper than 
most other centres in 
developed economies. 

The industrial sector has . 

been following a similar 


path, with demand growing 
strongly, particularly along 
the corridor between 
Johannesburg and Pretoria, 
which is favoured by 
multinational investors. 

The retail market is more 
complex. As the Knight 
Frank survey explains: “It is 
as if the American mall 
concept has been interwoven 
with downtown Bombay, 
with passing reference to the 
strip-style development of an 
Australian outback town.” 
And while the prosperous 
mainly .white areas are 
generally well served, the 
non-white areas “offer 
enormous potential". 

But Frank cannot 

say to what extent the 
political ffhawg aa in SOUth 
Africa will be reflected in 
the development of new 
retail centres. . 

It suspects that Initially at 
least new] y-affluent 
non-whites wfll be drawn to 
existing outlets, rather than 
to new, local developments. 
As with so many other 
aspects of the new South 

Africa, Knig ht Pr ank 

believes that detailed 
research is a critical part of 
any investment derision. 

• Roger Matthews 
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Real imdenrmJing of a marker comes from 
inside not outside - and requires commitment on 
the ground. Merrill Lynch Fus demonstrated this by 
acquiring die leading South African equities house 
Smith Borkum Hare. To our diems in South .Africa, it 
means we can make available a wide range of financial 
and strategic services, plus unrivalled access to global 
capiral markets, lb our dienes worldwide, it means 
we can provide access to premier local expertise and 
substantial investment opportunities. .As South Africa 
expands its business with the world, a local presence 
rherc makes a substantial difference. 
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Barlows Equipment. Market leader in 
einhmnving equipment. 


PPC. South Africa's leading cement i 
lime producer. 
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is better equipped ro help build rhe new South Africa. Barlow 
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US carmaker back in the driving seat 


Microsoft 


The company’s 
partnership with 
Anglo American 
has lifted vehicle 
sales 

Ford returned to South 
Africa in November 1994, six 
months after the inaugura- 
tion of President Nelson 
Mandela, in a joint venture 
with Anglo American. Sam- 
car is 45 per centowned by 
each partner, with the bal- 
ance of 10 per cent of the 
shares held in a trust for 
employees. 

Since February 1995 Sam- 
cor has been the sole sup- 
plier of the L4 litre engines 
for the European Escort 
model. 

The group also builds 


Mazda, Mitsubishi and Ford 
vehicles at a plant outside 
Pretoria- The company is not 
listed, and Ford will not dis- 
close the value of its cash 
injection into the new ven- 
ture. “This was not about 
capital investment," says Mr 
Jim Miller. Samcor group 
managing director. “Cars are 
not Anglo's core business 
and they were actively 
looking for an international 
automotive manufacturer to 
manage the business." 

The group built its first 
vehicle assembly plant in 
South Africa at Port Eliza- 
beth in 1923, and ha s main , 
tained a presence in the 
country for 67 of the 74 years 
since. In July 1985. faced 
with growing international 
pressure for sanctions. Ford 
merged its local operation 


with Amcar, the vehicle 
manufacturing subsidiary of 
Anglo American Industrial 
Corporation, to form Sam- 
cor. 

Two years later Ford 
divested entirely from South 
Africa by selling half its 
stake to Anglo and donating 
the balance of 24 per cent of 
Samcor shares to a trust for 
employees. 

On its return in November 
1994, Ford bought 31 per cent 
of Samcor from Anglo and 
paid R50m to the employees’ 
trust for a further 14 per 
cent stake. It also resumed 
operations in the harbour 
dtv of Port Elizabeth, where 
it makes about 400 Escort 
engines daily, of which mare 
than 90 per cent are 
exported. 

According to Mr Leslie 


Boyd, Ami r fhairman, “Ford 
was always first prize in our 
search for an international 
partner." 

The expansion has not cre- 
ated new jobs, but has 
brought significant changes 
in human resources policy. 
Mr Millur says “a handful of 
Ford employees" were 
brought in from abroad to 
strengthen links with the 
International parent secure 
access to Ford technology 
and guide Samcor into the 
export market 

On the factory floor about 
450 hourly staff were made 
redundant, from a total of 
3.000, and 200 salaried jobs 
were cut. Of the remaining 
staff, 400 workers previously 
employed as contract labour 
have been given permanent 
positions. 


Productivity improved by 
50 per cent last year, which 
Mr Miller attributes to the 
redundancies and improved 
training. One of his first 
tasks was to hire 12 teachers 
to conduct full-time, basic 
education. “I was horrified 
to learn that 80 per cent of 
our workers were not liter- 
ate or numerate, even 
though most of them can 
speak six languages," he 
recalls. 

The lessons made Samiw 
employees “better family 
and community members 
and created a more stable 
workforce. The only sustain- 
able, competitive advantage 
in this industry is skills and 
talent." 

Samcor does not publish 
its annual turnover, but Mr 
Miller says the rise in South 


African vehicle sales - up 
17.000 last year - was due 
largely to the increased out- 
put at Samcor. 

This is in spite of stiff 
competition from imported 
vehicles following the dis- 
mantling of protective tar- 
iffs. which have fallen 50 per 
cent in the past two years. 

The reforms are designed 
to foster an internationally 
competitive automotive 
industry', a goal which Mr 
Miller says "cannot be 
achieved overnight The plan 
was very well intended, but 
unfortunately South Africa 
has been isolated for so long 
that l don’t think there was 
anyone who understood suf- 
ficiently the impact of lower- 
ing tariffs". 

Mark Ashurst 


Beachhead for 
expansion 


Prime five-star operator 



-Annin Scbrociun .'you must have an ear close to the ground 1 


Prudential 


During the next 
18 months the 
hotel chain will 
invest a total of 
more than Rlbn 

Tourism and business travel 
have such obvious growth 
potential in South Africa it 
is surprising that only Hil- 
ton, part of the UK Ladbroke 
Group, among the large 
international hotel c hains , 
has so far announced a sig- 
nificant investment pro- 
gramme. During the next 18 
months it will open hotels in 
Durban (July), Johannes- 
burg (September), and Cape 
Town, with a fourth, just 
south of Ballito an the Kwa- 
Zulu-Natal northern coast, 
likely to be finished soon 
afterwards. 

The total investment will 
be more than Rlbn (much of 
it from Malaysia) and will 
create well over 1.000 jobs 
directly while many other 
employment opportunities 
will arise in ancillary indus- 
tries. “The impressive thing 
about South Africa is that 
from ground-breaking to 
completion it is possible to 


build an hotel here in 15-18 
months." says Mr Arinin 
Schrocker, divisional direc- 
tor for southern Africa and 
general manager of the 
Sandton Hilton in Johannes- 
burg's northern suburbs. 

"South Africa is one of the 
very few emerging markets 
which has an infrastructure 
that is fundamentally good 
for doing business. In many 
other places we might be 
struggling, but not here. In 
addition, this country has 
beaches, mountains, wine, 
game parks, beautiful coun- 
tryside, and it's all up for 
grabs. That is why we are 
moving so fast to establish 
ourselves as the prime five- 
star operator in the coun- 
try," he says. 

The key to a successful 
investment, according to Mr 
Schrocker, is to make sure 
entry into the market is 
structured carefully. “You 
must have an ear close to 
the ground, and to under- 
stand what is happening, 
particularly to demograph- 
ics," he says. “If you do not 
anticipate the changes that 
are taking place you could 
be in trouble." He is relieved 
to have rejected a proposal 


for the Johannesburg hotel 
because the site now looks 
far less attractive as the 
business centre of the city 
moves progressively north. 

But once established the 
prospects for farther growth 
look promising. Although 
each of the three principal 
hotels has its own core mar- 
ket - Johannesburg for busi- 
ness travellers, Durban as an 
adjunct to the new confer- 
ence centre, and Cape Town 
a mixture of business and 

tourism - the opportunity to 

tempt clients to stay for an 
extra day, or three, opens up 
the market for secondary 
des tina tions 

The Hilton Zimbali resort 
hotel, within an easy drive 
of Durban, yet close to 
beaches, a bird sanctuary, a 
new golf course, and eventu- 
ally the new international 
airport, shows the way for- 
ward. 

But it is not all plain sail- 
ing. Staffing, productivity, 
and the government's ability 
to bring down crime levels 
will all impinge heavily on 
the sucess of new hotel ven- 
tures. There is no problem 
about job applicants. Mr 
Schrocker has already 


received well over 4,000 
applications for the 326-bed 
Sandton Hilton, which will 
operate on the ratio of about 
one employee for each room. 
A local agency will whittle 
applications down to about 
1,000, each one of whom will 
be interviewed personally by 
the general manager. 

“We prefer to find our own 
s taff rather than feilcp from 
others," says Mr Schrocker. 
"That way it is easier to 
reach our own standards. 
And because this is a coun- 
try in transition we need 
people with a wider focns- 
Sometimes they can be too 
concentrated on a particular 
issue. You have to get people 
an your side. If you do not 
you are in trouble. We have 
to give them the tools to do 
the job, to provide the skills 
they need.” 

Mr Schrocker prefers not 
to speculate on occupancy 
rates and their relation to 
profitability. “There’s no 
common pool from which we 
can draw information, but 
once we’ve been open for 
three of four months we’ll 
know." 

Roger Matthews 


Market leadership 
in South Africa 
has created a 
launchpad into 
other markets 

Microsoft entered the South 
African market In early 1993, 
after choosing Johannesburg 
as a beachhead for expan- 
sion in Africa. Windows, its 
best known software, is now 
the standard operating sys- 
tem in more than SO per cent 
of computers in South 
Africa, says Mr Rob Katz, 
Microsoft managing director 
for sub-Saharan Africa. 

He estimates that four 
years ago, when Microsoft 
relied on local distributors to 
market its products, Win- 
dows penetration was about 
30 per cent. The company 
does not publish a geograph- 
ical breakdown of its global 
revenue, but analysts say 
the South African business 
contributes about S65m, or 
0.75 per cent of Microsoft's 
global turnover of $8.6bn. 

Sales In the rest of Africa 
are estimated to contribute 
SI 3m. Its two new outlets in 
Kenya and the Ivory Coast 
are officially subsidiaries of 
the Johannesburg office, and 
a further 10 are expected to 
open by 2000. Piracy remains 
an acute problem. The com- 
pany estimates that up to 90 
per cent of Microsoft soft- 
ware in some African states 
has been acquired illegally. 

Local sales have Increased 
10-fold since the Johannes- 
burg office was launched 
with a staff of four, says Mr 
Katz. The staff has grown to 
120. including a subsidiary 
office Cape Town. The 
launch of a dedicated office 
has enabled Microsoft to 
introduce its own service 
and sales structures, which 
have in part replaced those 
developed in isolation by 
independent dealers and dis- 
tributors. 

Various "customer units" 
specialise in an array of 
niche markets, ranging from 
individuals to large corpora- 
tions and so-called “enter- 
prise customers” who 
require customised services 


and after sales support. 
Microsoft’s investment in 
South Africa is "in the tens 
of millions of dollars.” says 
Mr Katz. 

The greatest obstacle to 
growth Is the low penetra- 
tion of personal computers. 
Mr Bill Gates. Microsoft's 
founding chairman, esti- 
mates there are only 34 com- 
puters per LOGO South Afri- 
cans, compared with 300 
computers per 1.000 people 
In the US. “This is a tremen- 
dous growth market for us." 
he said during a visit to 
South Africa this month. 
"We view South Africa not 
just as a launch pad into the 
rest of Africa but as one of 
the most advanced countries 
in its use of technology’.” 

Mr Katz cites sub-Saharan 
Africa, where he says sales 
have mushroomed 30-fold 
over four years, as evidence 
of this potential “When we 
opened, l per cent of our rev- 
enue came from regional 
Africa, now that figure is 20 
per cent" 

He has high hopes that the 
imminent sale of a 30 per 
cent stake in Telkom, the 
state-owned telephone com- 
pany. to a consortium of US- 
based SBC Communications 
and Telekom Malaysia, will 
establish South Africa as a 
hub of telecommunications 
traffic in Africa. This pro- 
cess will encourage the 
spread of the Internet and 
stimulate demand for net- 
working software. 

To promote awareness of 
these technologies, the com- 
pany has donated "signifi- 
cant volumes” of product 
and expertise to education 
projects, particularly in dis- 
advantaged communities. 
More than 3,000 teachers 
have received computer 
training under the auspices 
of Microsoft’s "Train the 
Trainer” programme. 

The company sponsored 
South Africa’s first digital 
village, a computing and 
resources centre at the 
Chiawelo Community Centre 
in Soweto, and has pledged 
to equip a further 100 similar 
community centres. 

Mark Ashurst 


Managing a bit of variety 


Financial services 
are the way back 
to South Africa 
for the UK’s life 
assurer 

Prudential, the UK's biggest 
life assurer, opened its first 
branch office in South Africa 
in 1932. The business was 
sold to Liberty Life in 19S7. 
when sanctions forced the 
group to abandon a market 
share of 7 per cent. 

In April 1994 Prudential 
was among the first foreign 
financial services groups to 
return to South .Africa, and 
is the only global investment 
manager in Southern Africa 
to offer a locally-based asset 
management service for for- 
eign and domestic clients. 

Prudential Portfolio Man- 
agers handles assets worth 
R15bn C£487m) from its Cape 
Town office, of which about 
SO per cent is held by South 
African clients. Mr Graham 
Mason, chief investment offi- 
cer, attributes this growth to 


its use of novel risk manage- 
ment techniques. "South 
African fond managers tend 
to do stock picking, while we 
use a variety of styles and 
criteria which are well 
researched in the UK and 
the US. but are not yet popu- 
lar here," he says. 

An example is the "tilt" 
fund, launched this year. 
“This Is the first and only 
fund in South Africa with a 
mandated value style. We 
look for value rather than 
growth, and buy cheap 
shares with low p/e ratios 
that are out of favour with 
other investors," says Mr 
Mason. Other services 
include a range of portfolios 
For the corporate sector, 
comprising all major asset 
classes, balanced portfolios 
and specialist fixed interest 
and equity mandates. 

Mr Mason, a South African 
who worked with Prudential 
in the UK until 1992. started 
the new office but now 
employs nine staff managing 
ftrnds on behalf of eight local 
institutions. These include 


the pension fund of Iscor, 
the steel producer, and Afri- 
can Lite, the black-controlled 
insurance bouse. He esti- 
mates Prudential’s market 
share is close to 1 per cent 

The group does not yet 
have the administrative 
capacity to cater for individ- 
uals, who have previously 
been barred by exchange 
controls from investing off- 
shore. But Mr Mason says 
that in the wake of the relax- 
ation of these restrictions in 
the March 12 budget Pruden- 
tial “may market unit trusts 
here”. 

According to official fig- 
ures, the Reserve Bank has 
authorised asset swops and 
offshore investments by 
local institutions to the 
value of R30bn. Transfers 
worth R17bn have been com- 
pleted, of which Prudential 
arranged about RSOOm. The 
new offshore funds are sub- 
sequently managed by Pru- 
dential's sister companies, in 
line with the group's global 
strategy of managing assets 
locally, using local staff. 


This policy has encour- 
aged the recruitment of new 
staff “There is a skills short- 
age, but because of our inter- 
national connections we 
have attracted people who 
want a chance to keep up 
with foreign techniques." 
The South African business 
is a tiny component of a 
global organisation with 
offices in eight countries and 
more than £90bn of assets. 

But its activities are 
expanding into Africa. Pru- 
dential currently manages 
assets for clients in Zim- 
babwe. and last year opened 
a new office in Namibia. 

Next month it will launch 
a joint venture in Mauritius, 
which abolished exchange 1 
controls in 1995. Prudential 
will hold 35 per cent of the 
new company, with the bal- 
ance held jointly between 
the State Bank of Mauritius 
and the State Insurance Cor- 
poration of Mauritius. "The 
whole area is very attractive 
to us,” says Mr Mason. 

Mark Ashurst 


INVEST IN CAPITAL MARKET BONDS 


TRANSNET - AN INVESTMENT OPPORTUNITY IN SOUTH AFRICA 


T ransnet Limited is one of the world’s 
largest transport conglomerates; as such, it 
plays a vital role in the economy of South 
Africa. It is a thriving multi-modal transport 
company built on the principles of excellence. 
Transnet is worth R40 239 million (£5550 
million) in total operating assets and has a 
worieforce of 114,000 employees. 

The capital intensive nature of the business 
Transnet operates, as well as sheer size of the 
operation, necessitates a sophisticated approach 
to the financing of the business. This function is 
executed by the centralised Treasury division 
with the mandate to raise the funds needed by all 
divisions and subsidiaries of TransneL 

Transnet's borrowing rationale is centred around 
upgrading and expansion of its infrastructure and 
asset base. It does this with regard to the returns 
which can be generated from its investments and 
with regard to the economic consequences for 
both Transnet and South Africa. As managers of 
the financial risks of Transnet, one of the 
functions of Treasury is to ensure that the 
maturity of fixed assets and liabilities of Transnet 
will closely coincide. As such. Treasury is tasked 
with maintaining a wide spectrum of funding 
instruments suitable to the needs of the operating 
divisions of Transnet and therefore the need for 
new bonds arise from time to time. 

In September 1996 Transnet Treasury introduced 
the TOl 1 to the South African capital market as a 
duly authorised bond issue maturing in 2010 with 
a coupon rate of 16.5% per annum. Payment of 
interest and repayment of principal on TOll will 
(like the other bonds) be guaranteed by the South 
African Government. Liquidity is enhanced 
through Transnet Treasury’s market making 
activities. 
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Rated No 1 in SA research for 18 years in an annual survey of institutions 
by the Financial Mail, South Africa’s leading financial weekly. 

Associated offices in Botswana, Ghana, Mauritius, Zimbabwe and 

Namibia. 
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Regarding dealing in Transnet bonds, investors 
may obtain two way prices from the Transnet 
Treasury dealing room or from most South 
African banks or stock brokers. In essence, an 
investment in Transnet will render just, if not 
excellent, value to any investment portfolio. 


Dealing room telephone nr. (2711) 488-7588/89 


For further information please contact us at: 

Fax: +27 11 488-7504 

TRANSNET TREASURY - B.3.12 

Email: elmariet@transneLco.za 

PO Box 32590 

Internet: http://www.tneLco.za 

2017 Braamfonteln 

Bloomberg: Email Elmarie Thorn 
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INTERVIEW • by Roger Matthews* 


New gateway to Africa 


Alec Erwin, 
minister of trade 
and industry, sees 
opportunities for 
foreign producers 


What advantages does Saatib 
Africa have for foreign 
investors over other parts of 
the world, such as south 
east Asia or Latin America ? 

In terms of the basic envi- 
ronment we have in the last 
two or three years effected 
important changes in legisla- 
tion dealing with our macro- 
economic situation which is 
very healthy. 

I think we are as attractive 
as any country at the 
moment. This, with our 
political stability, the fact 
we are a democratic state, 
means we are a good desti- 
nation. 

But the comparison 
between us and east Asia 
may be a little misleading. 
We are especially i m por ta nt 
for those investors who see 
the African market growing, 
which it is doing. And 
increasingly we are aspiring 
to form an important bridge 
between the rapid growth in 
South America and in Asia 
and the Middle East South 
Africa is going to become a 


very important manufactur- 
ing destination for export 
trade with both regions- We 
are very strategically located 
for this sort of south-south 
cooperation. 

Is it the case that South 
Africa is a difficult market 
for foreign investors to gain 
a foothold because of the 
dominance of local conglom- 
erates? 

This is a perception of a 
previous era. An investor 
whose sole interest is the 
domestic market will find 
there is a fairly heavy con- 
centration in a number of 
areas. But it is very different 
tor an investor who wants to 
take advantage of both the 
local and export markets. 

When investors look at 
South Africa as the access 
point for Africa, and as the 
fulcrum for trade between 
South America and Asia, 
then it is a new story. And 
we are also seeing signs of 
deconcentration in the local 
economy, caused by the way 
it is opening up, and the 
Stricter implementation of 

competition policy. 

We'll be reviewing compe- 
tition law during the course 
of the year. The delays in 
introducing a new law are 
mainly due to the tremen- 
dous pressure the ministry 
has bam under. We have up 


to now been putting most of 
our energies into the trade 
and investment Situation- 
Competition policy will 
become one of our priorities 
in 1997. 

Complaints are often heard, 
locally and iuiernaiioually, 
about labour inflexibility, 
and relatively high wage 
levels. Are these justified? 

They are both serious mis- 
perceptions. and there is 
independent corroboration of 
this. On the contrary, we 
have a pretty flexible labour 
mar ket, it is not inflexible at 
all. 

First, what the labour min- 
istry will be working on is to 
streamline that flexibility 
within our industrial and 
training strategies. 

Second, our unit labour 
costs are tolling quite rap- 
idly. Any investor should 
have a close look at the 
South African market, par- 
ticularly areas such automo- 
bile components, which is a 
high tech, advanced indus- 
try. 

South African labour is 
extremely competitive, 
skilled, well trained, and 
usually wen organised with 
unions able to sign quite 
sophisticated agreements. As 
has been shown by its export 
performance, it is highly 
competitive. 


What we shall see in the 
next year or two is the grow- 
ing realisation that as a 
manufacturing destination 
South Africa is extremely 
attractive. 

What has been your reaction 
to tiie response by the Euro- 
pean Union to your propos- 
als on trade and develop- 
ment? 

We had hoped that we 
would get a somewhat out- 
of-the-ordlnary package. We 
think it makes immense 
strategic sense for anyone 
interested in Africa's future. 
Progress was made in one or 
two areas, particularly on 
the importance of the 
Southern African Develop- 
ment Community. But in 
other areas, I am afraid, 
there has been very little 
advance. Agricultural exclu- 
sions remain a major stumb- 
ling block. 

The EU has made a very 
unattractive proposition. We 
also remain unclear whether 
there is an intention to link 
this to a wide range of other 
agreements. We have had a 
somewhat uninspired 
response to some of the 
other proposals we made on 
financial restructuring pack- 
ages which would allow 
South Africa to play a much 
more active role in cross- 
border investment. 
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Alec Erwfcuwe are « attract!** a* any country at the moment 


We have still not been able 
to see from the EU whether 
we are going to break some 
conceptual barriers, or 
whether it is to be just an 
ordinary trade agreement If 
it is to be no more than that, 
we do not bare the resources 
to treat it as a priority . Our 
priorities would then have to 
turn to SADC. and trade 
with Asia, the Middle East 
and Latin America where, 
without question, the great- 
est changes in trade and 
highest growth rates are 
being achieved. 

Following the expected suc- 
cess of the sale of a 30 per 
cent stake in Telkom to 
overseas b uy er s , is the pace 
of privatisation likely to 
accelerate? 

As we have often indi- 
cated, what we are talking 
about in our public sector - 
and earlier we were not as 
clear an tins as we are now 


- is a massive restructuring: 
The Telkom deal has been 
difficult and complex, but is 
relatively easy compared 
with the transport and petro- 
chemicals sectors. We need 
to do quite a bit of financial 
re-engineering before it 
makes sense to enter the 
sort of deal we did with Tel- 
kom. 

The smaller privatisations, 
such as the radio stations. 
Sun Air and Aventura, are 
going about as tost as could 
be expected. So it is not a 
case of government being 
hesitant to go forward. It is 
about government's ability 
to carry out a really massive 
re-engineering of sectors 
before we can proceed with 
deals such as Telkom. We 
would have made a very 
serious error If we had 
moved without proper prepa- 
ration, and would later have 
been called to account. 


The transfer of 
assets to black v 
ownership will ? 
take place more 
soberly in future 
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In 1917 South Africa looked like a good investment 


We’re one of the reasons it still is 


When the Anglo American Corporation of South Africa was 
founded 80 years ago South Africa's vast potential was still largely 
untapped. A year later we opened the West Springs gold mine. 
Today, South Africa is more than just the source of much of the 
world’s gold. And Anglo American with its associated companies 
is much more than just the largest mining group in the world. 


has helped to build the sinews which have turned the country 
into the power house of Africa and one of the world’s major 
trading nations. 


Anglo American has played a major role in the development of 
South Africa’s industrial economy through its investments, not 
.only in mining but in such key areas as steel and engineering, 
pulp and paper, chemicals and construction, electronics and 
property, farming and financial services. This profitable diversity 
is our strength. It is also South Africa's. For, as the country's 
largest business group, the Anglo American family of companies 


Anglo American is today a world class company with world class 
investments, from Brazil to Austria, from the United Kingdom to 
Malaysia. Like South Africa, we have come a long way since the 
opening of the West Springs mine in 1918. But, like that mine; 
our roots go deep beneath the South African soil Proof of our 
commitment to the country is the US$5 billion we are currently 
investing in a range of major new capital projects which will help 
ensure its future. 


Which is why when investors think South Africa, they talk to 
Anglo American. 


Anglo American Corporation 




Far more information on Anglo American Corporation contact our London office. 19 Chaneifaoise Street, 

London EC1N 6QP. Telephone (44)171 430 3562 or Facsimile (44)171 430 3560. THE CUTTING EDGE OF THE NEW SOUTH AFRICA 


It is easy to be cynical about 
the transfer of white-owned 
assets to blacks in South 
Africa. 'Hie process is pro- 
claimed as black economic 
empowerment, but has been 
much criticised by elements 
of big business, the labour 
movement and the African 
National Congress for hav- 
ing created a handful of 
Instant millionaires. 

Such sentiments are well 
founded, but perhaps short 
on perspec tiv e. Asset -trans- 
fers have allayed fears of 
more radical redistribution 
among many whites, and 
underpinned the shift 
towards market-oriented pol- 
icies in the ANC. “The 
importance of these deals is 
that they have created a 
symbolic black holding 
class." says Mr Jos Gerson. 
chief economist at Smith 
Borkum Hare. “That will 
last until organic entrepre- 
neurs emerge.” 

The. transactions have also 
fo ste red new slcIUa among an 
array of black consortia and 
tested their ability to raise 
capitaL This Is especially 
true of the two biggest and 
most recent deals: the sale 
by Anglo American of its 
/ yrntpiiing stakes In John- 
nie, an Industrial holding 
company with a market capi- 
talisation of RlGbn, and JCI, 
the' world's sixth biggest 
gold producer. 

There are telling differ- 
ences between the two deals., 
Johnnie, a company 

with a diverse portfolio of 
minority stakes in blue chip 
companies, was sold at a dis- 
count of 7 per cent to the 
market price to a broad- 
based consortium of black 
business and trade union 
groups. 

Rival bidders eventually 
united, after some prompting 
from Anglo, under the lead- 
ership of Mr Cyril Rama- 
phosa, the former secretary- 
general of the African 
National Congress who quit 
politics in May last year. 

Mr Ramaphosa’s company, 
New Africa Investments, 
provided financing ' for 
mwiigr members of the con- 
sortium through its control- 
ling stake in Metropolitan 
Life, tiie leading insurance 
company in the black con- 
sumer market. ’ 

As a former leader of the 
National Union of Minework- 
ers, Mr Ramaphosa’s influ- 
ence helped marshall the 
various union groupings into 
a single consortium which - 
in the a b sence of a rival bid 
— enabled them to negotiate 
the discount. This in tuna 
attracted local institutions, 
which gave trade union 
investment trusts access to 
their members' pension 
funds, in the event the 
new owners detoult on these 
loans, Johzuuc shares will 
revert to the institutions. 

By contrast, JCI was sold 
in November at a-premium 
of 10 per cent to tiie market 
price, to African Mining 
Group, which outbid a rival 
offer from NewAfrica. The 
deal gave birth to South 
Africa's first black-controlled 
mining bouse and last week 
installed Mr Mzi Khumalo, a 
former political prisoner and 
nnan of financial ser- 
vices group Capital Alliance, 
the lead member of the con- 
sortium, as chai rman of JCL 
Unlike previous black 
empowerment transactions, 
the deal was much feted 
because it involved a com- 
petitive bid, a strike price at 
a premium to the market, 
and the disposal by a white- 


owned conglomerate of a 
controlling Interest in s pore 
buslnaas. In that n o n tex t. Mr 
Kbumalo, .who' spent IT 
years with Mr Nelson Mart- 
els on Robbm Island, the 
notorious jail for peZttfeaZ 
prisoners, has also been- 
. acclaimed as the most entre- 
preneurial of the new gener- 
ation of black busbmv lead- 
ers ... "i" 

A little-known figure out- 
side tbs .financial, sanriees. 
industry, Mr Kbumato 
eschewed , ih* sate of John- 
nie. whose portfolio includes 
a minority stake to South 
African. Breweries. ',*j' 
couldn't thtok what I would 
do with a sset on the board 
of SAB.* he said in an inter-, 
view, “I am very dear that I; 
am moving. Into a oootrci- 
ling position.* Buying JCI 
was his first experien c e of a - 
deal motivated by black eco- 
nomic empowerment, he 
said. “I have new gone into 
business because 1 know 
Nelson Mandela, That 
doesn't add anything to t&e 
bottom fine.* . •- - 

Despite these accolades. 
African Mining Group haa 
struggled to Ounce the. 
R2£bn acquisition. The pre- 
mium included to the price 
subsequently doubled as- 
weaX bullion prices caused 
the Johannesburg gold index 

to drop by 10 par cent to 
December. A key member of 
the consortium,. Thebe 
Investments, aba ndon ed tint, 
bid. and local Institutions 
were deterred by the decline 
to JCTk nMikm prioA . The. 
consortium tolled to- raise 
the cash ahead of the Febru- 
ary 28 deadline. ' 

The institutions were aute 
sequently accused by Mr 
Khumalo of a cynical and: . 
short-term approach to 
investing in Made’ business. 
“There is a feeling among 
institutions that black 
people can get into these 
assets with zero risk because 
we have the right profile," 
he tolda local magazine. 

The episode highlights the v 
divergent -interests of both 
white institutions, mil cash- 
strapped black businesses, in 
facilitating such high profile " 
transactions. Ultimately 
- AMG was assisted by-*a 
Anglo subsidiary. Southern 
Life, which with SBC' War- 
burg, adviser to both Augfo 
and the African /Mining; ; 
Group, psutially un d e rwrote 
a rights issue at Saflito^a- - 
part of toe Capital ABianca 
group, /toother Angto cotev • 
pany, first Natio nal Banks - 
provided a bridging loan of ' 
RSOOm. 

The^ sale has boasted tiST 
proportion af South African : 
equities controlled by hlack 
groups to 2id per cent of the. 
market cqdtahsatfon of toe ; 

. Johannesburg : Stock 
Exchange. While 7 "these/ 
groups have comfortably : 
outperformed : -the overall 
index, their size is unlikely ' . 
to be boosted by mcoe asset, 
trahstora in toe near fixture. 

' "1 don't think there’s ; 
much appteite left in the;:; 
market for the big deals,?' -y 
says Mr Jacko Maree. man: ; 
aging director, of Standard '; 
Corporate .and Merchant: _ ; 
Bank.- 

But white ftandiig pres- 
sure. will favour smaller T: 
deals, there - is. a. . clear 7 - 
increase in joint ventures . -- 
art other ties betweaa estate' •. 
fished grams and new black . . 
businesses. This is evident v: 
throughout the retail sector, - f 
rangier from security axtd . 
funeral services to informa- -, 
tion technology. 

“A lot of corporate clients 
feel thsre are businesses that 
would benefit from a differ- 
ent shareholding structure, 
and are available .for sale or 
joint ventures,'* says Mr 
Maree. The era of symbolism 
is drawing to a close. 
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JAPANESE FINANCE 


The fuse has been lit to make Tokyo markets 
as efficient and open as those in London 
and New York, writes William Dawkins 

Ambitious plan for 
change takes shape 

T here is a tantalising cient and open as London uncompetitive financii 
feeling in Tokyo’s and New York, say the institutions win be inevit 
financial markets that plan's proponents. hip 


T here Is a tantalising 
feeling in Tokyo’s 
financial markets that 
the long-overdue restructur- 
ing of financial Japan may 
at last be beginning. 

Appearances can be decep- 
tive. But there are real si gns 
that the government and at 
least the stro n gest of Japan's 
afflicted banks and stockbro- 
kers are committed to tack- 
ling their high costs, lack of 
innovation and weak risk 
management, fostered by 
decades of government pro- 
tection and cartel-like prac- 
tices. 

; Evidence of this new deter- 
mination to shape up is the 
government's commitment, 
last November, to a flnanw»i 
"big bang", in which barri- 
ers between stockbroking, 
fr ffftHng and insurance are 
to btf demolished, and com- 
missions on all kinds of 
transaction from sales of 
entities to insurance policies 
tp be; deregulated by 2001. 

■ It is an ambitious plan by 
a ay standards. It marks a 
significant change from the 
dd, gradualist approach to 
freer markets, designed to 
anew flnanriai Institutions 
to chip slowly away at their 
problems in the vain hope 
that they would eventually 
be bailed out by a lasting 
economic recovery. 

The fuse for the “big 
bang” has already been lit 
Draft legislation was 
adapted by the cabinet two 
weeks ago for the current 
sesston of parliament, end- 
ing in mid-June, to lift the 
last remaining foreign 
exchange controls. Once that 
is done, Tokyo's dwindling 
ftnunriat markets could van- 
ish . offshore unless the 
authorities driver on their 
plan to render Tokyo as effi- 


cient and open as London 
and New York, say the 
plan's proponents. 

That self-imposed threat 
means there is a compelling 
self-interest in more finan- 
cial deregulation. Another 
draft bill would lift a ban, 
more than 50 years old, on 
the formation of holding 
companies, thus paving the 
way for the diversified finan- 
cial institutions which pros- 
per in London and New 
York, but which Japan 
lacks. 

There are. of course, rea- 
sons to be sceptical Much 
depends on the fine detail of 
how the ‘'big bang” will be 
implemented. Some in gov- 
ernment and the financial 
industry still hope for a soft 
landing. The latest scandal 
at Nomura Securities, in 
which Japan’s laxgBst stock- 
broker appears to have been 
giving favourable treatment 
to a property company con- 
nected with gangsters, 
shows that old habits die 
hard. 

And yet then is a palpable 
shift in the general mood in 
favour of financial reform, 
evidenced by pro-reform 
rhetoric from top policy- 
makers and executives, and 
in some cases actually 
backed up by action. 

Ironically, Nomura itself is 
part of this trend, as shown 
by the progress it has made 
in making its domestic busi- 
ness more sophisticated. 

It is not the only one to be 
seeking to reinvent itself 
these days. Mr Elsuke Sak- 
akibara, director-general of 
international financp at the 
finance ministry, who once 
wrote a book arguing that 
western free market econom- 
ics are unsuitable for Japan, 
now says that collapses of 


uncompetitive financial 
institutions will be inevita- 
ble. 

This is more than rhetoric. 
He also happens to be the 
ministry's driving force 
behind the plan to lift for- 
eign exchange controls. 

Mr Sakakibara’s political 
master, Mr Hiroshi Mltsu- 
zuka. the finance minister 
and leader of the ruling Lib- 
eral Democratic party's most 
conservative faction, 
responded to the stock mar- 
ket collapse in January by 
saying that the market must 
be allowed to find its own 
level, without the artificial 
prop of government price 
support operations, which 
have covertly slipped into 
place so often in the past 

T he politicians’ and 
bureaucrats' new pen- 
chant for a free mar- 
ket is shared by many - 
even if not all - in the 
finance industry. Senior 
stockbrokers now argue that 
freely-negotiated commis- 
sions are just what they 
need to revive turnover, still 
only just over the 300m 
shares a day at which the 
“big four” brokers make 
money, rather than, as in 
the past, claiming that they 
could not afford to deregu- 
late commissions precisely 
because turnover was so 
low. 

All this invites the Ques- 
tion of what triggered Japa- 
nese executives’ and policy- 
makers' apparent conversion 
to faster financial market 
reform. A combination of 
factors are at work. 

First is the growing realis- 
ation that the vigorous 
domestic economic growth of 
the 1980s, when Japan’s 
financial institutions were 



set to dominate world mar- 
kets, Is not going to be 
repeated. 

The Japanese authorities 
took desperate measures to 
revive- the economy in late 
1995 by cutting the official 


discount rate to 0.5 per cent 
- at which it remains - and 
by launching the largest 
public spending pwflKw j p in 
Japanese history, Yi4,000bn. 

. . Sore enough, the economy 
did pick up, but not enough 


to restore financial institu- 
tion’s long-term profitability. 
Gross domestic product is cm 
track to grow by dose to 2.5 
per cent in the current fiscal 
year ending this month.. It 
will be a short-lived recov- 


ery. Most economists, includ- 
ing government ones, expect 
growth of less than 2 per 
cent next year, with only a 
slight acceleration towards 
the end of the decade. 

Low interest rates and a 
modest growth have helped 
the strongest banks write off 
some of their most urgent 
problems, their pile of bad 
loans, but without resolving 
what caused them to make 
so many high-risk loans in 
the first place - the exis- 
tence of too many banks 
chasing too few customers. 

The top commercial banks 
announced In the first six 
months of the current finan- 
cial year the first reduction 
in their own bad debts since 
the collapse of the asset 
price bubble seven years 
ago. But that does not 
include their many hundred 
non-banking finan cial affili- 
ates, whose bad debts may 
be even greater than those of 
the niain H an lrc 

Many regional banks, 
credit unions and agricul- 
tural co-operatives are still 
In the mire. 

A growing number of 
weaker financial institutions 
have foundered - or at least 
appeared to do so - over the 
past year. They include 
Taiheiyo, the second listed 
bank to go into liquidation 
since the second world war, 
and seven non-banks, includ- 
ing Nichiei Finance, the larg- 
est corporate collapse since 
the war. The catch Is that 
they continued to operate 
under new owners, so that 
over-capacity remains. 

But a potentially signifi- 
cant move towards the real, 
rather than apparent, 
removal of non-performing 
banks from the system took 
place in November when the 
finance ministry ordered the 
closure of Hanwa. a small 
regional lender. 

It was the first time the 
government had closed a 
bank in more than half a 
century, and was widely 
interpreted as a sign that 
more insolvent lenders will 
be encouraged to fall. 

The finance ministry's pol- 
icy is that small depositors 
are to be bailed out. In the 
worst cases with public 
money, but shareholders will 
not be protected. 
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Of course, there are limits 
to the extent to which the 
government is prepared to 
countenance a wave of finan- 
cial collapses. When 
rumours surfaced last month 
that one of the huger lenders 
was about to go under, Mr 
Mitsuzuka responded that 
the government would guar- 
antee the safety of the top 20 
banks. 

S ubsequent leaks to the 
Japanese press that the 
authorities are consid- 
ering using more public 
money to buy land - held as 
collateral against most of 
banks' bad debts - wen 
another reminder that some 
in the government are 
inclined towards a softer res- 
olution of the banks' prob- 
lems than took place, for 
example, in the US in the 
early 1990s. 

Even so, the stock market 
appears to believe that a soft 
l a ndin g for the financial sys- 
tem is increasingly difficult 

Continued on Page 6 
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Reliable banking made in Germany. 


It’s exceptional service that 
makes a bank a good bank. But 
only stability makes a good 
bank a secure bank. 

Whenever you want to get 
things moving and are inte- 
rested in reliable partners, in- 
clude the WestLB In your plans. 
As one of Europe’s leading 
banka we are big and above all 
stable enough to achieve even 
long-term goals - with you. 
Established as a German whole- 
sale bank, we offer you all 


services from one source, made 
to measure and for as long as 
you wish. 

Granted, reliability doesn't 
make everything right. But 
everything's wrong without 
reliable cooperation. 

Are you looking for a partner 
nBsr you? 

Simply call WestLB in Japan. 
WestLB Tokyo Branch 
phone: 1+81-3) 5510-6200 

WestLB Securities Pacific Ltd. 
phone: (+81-31 5510-6300 


WestLB 
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BANKING • by William Dawkins 


Structural problems remain 
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Main business is 
barely profitable, 
and prospects for 
the future do 
not look bright 


Equity markets sometimes 
overshoot, but they rarely 
he. That is certainly true of 
the hammering: that the 
shares of Japanese banks, 
which number some of the 
world’s largest as well as 
least profitable, have 
received over the past six 
months. 

It might, on the surface, 
seem odd that the share 
price collapse happened soon 
after the top 10 commercial 
banks announced, in their 
interim results last autumn, 
the worst of their bad debt 
problems were over. Non- 
performing loans bad fallen 
for the first time since the 
collapse of the asset price 
bubble six years ago, by 6.6 
per cent from the end of the 
previous fiscal year to 
March, to Yl4,000bn by the 
end of September. 

And yet, as investors have 
come to realise, the bad debt 
problem is only a manifesta- 
tion of a deeper, structural 
weakness. Banks' main busi- 
ness, wholesale lending to 
Japanese companies, is 
barely profitable. No 
improvement is in sight 

The bad debt problem on 
its own is bad enough to con- 
tinue to give investors the 
jitters. 

For one thing , the scale of 
the recent bad debt reduc- < 


tion by the big commercial \ spending. 


because of the unresolved 
asset problems of the hun- 
dreds of non-bank lenders 
affiliated to the top banks, 
but not stated in their bal- 
ance sheets. 

Some estimates put the 
top 20 banks' total bad debts 
at Y46,000bn. nearly 12 times 
combined ann ual operating 
profits, or one-tenth of 
Japan's gross domestic prod- 
uct This includes long-term 

credit and trust banks as 
well as the big commercial 
lenders. 

While huge, this does not 
pose a direct risk to the sta- 
bility of the system, since 
the finance ministry has 
guaranteed the top 20 's sur- 
vival until the end of the 
decade. But a recent series of 
collapses of non-bank affili- 
ates has forced up the pre- 
mium which their bank par- 
ents must pay to raise 
money abroad. 

For most of the post-war 
period, banks existed as 
instruments of industrial 
policy. Their job was to 
channel Japan's vast pool of 
savings to manufacturing 
industry. 

Returns, on admittedly 
high lending volumes, were 
low. But shareholders did 
not object, because they 
tended to be the very indus- 
trial customers who bene- 
fited from that dependable 
snpply of cheap debt. The 
banks themselves were 
partly compensated by being 
allowed to form cartels - 
commercial banks for 
short-term loans and 
long-term lenders for capital 


in 1993, followed by commer- 
cial lenders a year later. 
These limi ted new freedoms 
are to be enlarged by more 
deregulation in the next four 
years. In the meantime, the 
competition for straight com- 
mercial lending remains 
cut- throat 

In consequence, the top 10 
banks' return on assets aver- 
aged a mere 053 per cent 
last year, according to UBS 
Securities in Tokyo, less 
than a quarter of the return 
achieved by US competitor 
Citicorp. 

Lending will probably 
increase by a mere 2 per cent 
this year, according to bank- 
ing analysts, and much of 
that will be done on razor- 
thin margins. This matters 
more to Japanese commer- 
cial banks than most 
because loan interest repre- 


sents 85 per cent of operat- 
ing revenues, far higher 
than US competitors. 

After an unusually good 
1996, when Japanese com- 
mercial banks* earnings 
were swollen by one-off bond 
market gains, it is no sur- 
prise that they expect oper- 
ating earnings to fall by one- 
third for the year closing at 
the end of this month. 

Worse, the squeeze on 
profits is long term. Japan 
re mains heavily overbooked, 
at least for the size of its 
economy. Even after a 
decline during the post-bub- 
ble economic slowdown, out- 
standing bank loans cur- 
rently total Y475,000bn. 
about the same as gross 
domestic product. In the US. 
the comparable figure is just 
over one-third of GDP. 

So how are Japan's banks 


to haul themselves out of the 
mire? One way of improving 
profitability is to cut costs, 
but no bank has yet 
announced a substantial job 
reduction plan. 

Another option is to move 
into more profitable busi- 
nesses. Many have already 
opened bond underwriting 
subsidiaries. The govern- 
ment's plan to eliminate bar- 
riers between banking, 
stodjbrokmg and insurance 
by 2001 could open more 
potentially lucrative oppor- 
tunities. But it will also open 
the way to greater risks, 
something which the prop- 
erty lending experience has 
shown that Japanese banks 
are IB equipped to manage. 

None of this helps banks 
tackle another problem, the 
decline in their capital ratios 
triggered by the more than 
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50 per cent fall in share 
prices over the past seven 
years. They are allowed to 
count unrealised gains on 
their equity portfolios 
towards the 8 per cent mini- 
mum capital they must bold 
as a - proportion of risk 
weighed assets, under inter- 
national regulations. 

That leaves Japanese 
banks with two options; to 
raise new capital or shrink 
assets. The top 20 raised, in 


total, YS86bn hi new equity 
last calendar year, but are 
unlikely to be able to pull in 
much more than Y50Ubn in 
199? because the fall in bank 
shares prices forced them to 
miss the early part of this 
year, says Mr David Thread- 
gold, banking analyst at 
BZW Research in Tokyo. 

As for shrinking assets, so 
far Sumitomo Bank and 
Long-Term Credit Bank of 
Japan are the only two to 


have announced serious 
plans to cut unprofitable 
lending and sell some, of 
their equity cross holdings. 

A growing , number of 
senior bankers and policy- 
makers now accept that the 
vital missing element of a 
real recovery for their indus- 
try will be the closure of the 
many barely-prollttbte insti- 
tutions, mostly smaller 
regional honks, which ore 
unable to 


CENTRAL BANK • by William Dawkins 


More autonomy for BOJ 


Changes expected 
to allow faster 
and more flexible 
decisions on 
monetary policy 


banks, the healthiest in the 
system, is unlikely to be 
repeated in the near future. 
This is because, says Ms Ali- 
cia Ogawa. financial analyst 
at Salomon Brothers Asia, 
around 90 per cent of the fall 
in bad loans in the first half 
of this fiscal year was 
achieved through an 
unusual one-off package deal 
for the resolution of the 
bankrupt jusen housing loan, 
companies. That came with 
the help of a politically 
unpopular government sub- 
sidy, very unlikely to be 
repeated. 

For another thing, the 
financial system's total bad 
debts are still hard to guess 


That arrangement started 
i to come under strain in the 
early 1980s when Japanese 
industrial companies started 
to move elsewhere, to 
cheaper and more flexible 
international bond markets, 
to borrow money. Japanese 
law at the time forbade 
banks from handling bond 
issues, so they rushed to fill 
the gap by lending to the 
then booming domestic prop- 
erty market. 

They are only now 
starting to disentangle them- 
selves from the ensuing 
property collapse. In addi- 
tion, long-term credit and 
trust banks were allowed to 
underwrite corporate bonds 


Japan is about to Join the 
growing list of countries to 
give their central banks 
more autonomy. But will It 
make any difference to the 
conduct of monetary policy? 

The government is plan- 
ning to submit to parliament 
a bill proposing to give the 
Bank of Japan (BOJ) more 
freedom to set monetary pol- 
icy. Economists and policy 
makers feel the change is 
overdue. 

The BOJ was established 
under the Mejji administra- 
tion in 18S as a vehicle for 
Japan's high-speed indus- 
trialisation Of the limp, its 
most recent reorganisation 
was in 1942, when modelled 
on Nazi Germany’s Reichs- 
bank and made clearly sub- 
servient to the finance min- 
istry. Under its present 
articles, the ministry can 
order the BOJ to “undertake 
any necessary business", 
and the cabinet is empow- 


ered to dismiss the governor 
if he disobeys. 

That set-up was deemed 
suitable for the centrally-reg- 
ulated Japanese economy of 
the war and post-war recon- 
struction, but is widely 
accepted as less appropriate 
today, when the need to 
achieve currency stability in 
volatile and increasingly 
global financial markets is 
the prime aim of many lead- 
ing central hanks. 

The BOJ*s new role was 
sketched out in a repor t by 
the Financial System 
Research Committee, an 
advisory panel to the finance 
ministry, published early 
last month. It will be the 
basis of an amendment to 
the 1942 BOJ law, for adop- 
tion - barring any unex- 
pected political crises - In 
the current parliamentary 
session ending in mid-June. 
The new arrangements 
would come into effect in 
April next year. 

Mr To shihik n Fukui, the 
BOJ’s senior deputy gover- 
nor, says the changes would 
allow the bank to make mon- 
etary decisions faster and 
more flexibly, and help It 
gain more credibility from 
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the financial markets. The 
proposals would give the 
BOJ about the same level of 
autonomy as the Basque de 
France in that it would be 
legally free to set interest 
rates, but must co-operate 
closely with the finance min , 
istry, according to a former 
senior BOJ official. In 
exchange for this greater 
autonomy, it will be asked to 
be more public accountable 
for its actions. 

In detail, the main pro- 
posed changes are as fol- 
lows: a new BOJ policy 
board, to set official interest 
rates, would include nine 
members, including the gov- 
ernor and two vice-gover- 
nors, plus a panel of inde- 
pendent ‘wise men* from 
diverse private-sector back- 
grounds. similar to the albeit 
larger Bundesbank council. 
Presently, the BOJ has a 
smaller seven-man policy 
board, including two repre- 
sentatives from the finance 
ministry and the govern- 
ment’s economic planning 
agency, plus an internal 
directors* board, which is to 
be scrapped. 

Under the new regime, 
government representatives 


would only be invited by the 
BOJ to attend policy meet- 
ings “where necessary". The 
finance minis try would have 
the right to ask the board to 
delay a decision until its 
next meeting, but would not, 
as at present, be allowed to 
order an indefinite postpone- 
ment of decisions- The new 
policy board would meet 
twice monthly. 

For the first time, the pol- 
icy board would publish its 
minutes, as do the US Fed- 
eral Reserve and the Bank of 
England. This is one of the 
most important innovations 
in the proposals, intended to 
make it clear if and in what 
manner the government is 
influencing the central h ank. 
The governor would also 
have to deliver a written 
report to parliament twice a 
year, rather than just once. 

Under the new proposals, 
the BOJ would have more 
responsibility, though not 
much more, for its own 
operations and own budget. 
The finance minister would 
no longer be allowed to 
inspect the bank directly, 
but could still ask the bank's 
own auditors to do so. Its 
budget would continue to be 


approved by the ministry 
but the minister would only 
control costs relating to 
activities other than the con- 
duct of monetary policy and 
would have to publish any 
reason for rejecting the BOJ 
budget plans. 

The proposals also seek to 
moke dearer on what condi- 
tions the BOJ should step in 
with collateral-free loans to 
help private-sector banks in 
trouble - only when such 
banks run out of cash 
because of computer crashes 
or other accidents. It will be 
up to the finance ministry, 
rather than the BOJ. to 
decide whether to bail out 
genuinely insolvent institu- 
tions - a crucial political 
job. given that the govern- 
ment’s ambitious plans for 
financial market deregu- 
lation by 2001 imply that 
weaker institutions could 
well collapse in the ensuing 
competitive earthquake. 

What this means for the 
way the world's second larg- 
est economy handles its 
monetary policy depends 
most of all on the character 
of the governor. 

Economically, the bank 
already performs much like 
independent central banks. 
No independent central bank 
ran high inflation rates in 
the 1980s, bat then neither 


did a dependent BOJ, with 
the exception of the sharp 
rise in asset prices late in 
that decade. Even despite 
that experience, . Japanese 
consumer prices have been 
the most stable of any mem- 
ber of the OECD since 1980. 
points out Mr Russell J ernes, 
economist' at Lehman 
Brothers in Tokyo. 

Yet at the same time it Is 
widely accepted that the 
BOJ did suffer from unwel- 
come political interference 
in 1972. when the govern- 
ment of the time encouraged 
it to cut the official interest 
rate earner than it would 
have liked, with a". conse- 
quent -short-HvedT buret in 
inflation. 

Significantly, the propos- 
als soy nothing , about the 
long-standing informal 
agreement under which the 
governorship alternates 
between officiate of tire BOJ 
and finance ministry, one 
way in which tho ministry 
keeps an intermittent eye on 
the bank. 

The incumbent. Mr Yasuo 
Matsushita, comes from the 
finance ministry. Having dis- 
tanced himself from old col- 
leagues by obtaining a more 
autonomous status for the 
BOJ. it will be up to him to 
deride how far to make use 
of that independence. 


Make the right connections in Asia 


The Dai-Ichi Kangyo Bank, Limited (DKB) is the clear choice when entering new markets in Asia. 
DKB, one of the world’s largest and most comprehensive financial institutions, offers an extensive . 
local office network, array of services, resources and contacts m Japan and throughout Asia. 
We are thus uniquely placed to help you maximize i * ^ 
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PENSiOHS * by Richard Lapper 

Liberalisation accelerates 


Pressures of an 
ageing population 
and funding 
shortages are 
forcing the pace 

Demographic pressures and 
chronic funding shortages 
are forcing the pace of liber- 
alisation In Japan’s private 
pension market. Change, 
which has been under way 
in the Y40,000bn corporate 
pension fund (or employee 
pension fund) since 1990, is 
set to accelerate this year as 
a result of an important 
modification in the way fund 
manag ers account for invest- 
ment performance - 

The gradual build up of 
demographic pressures, com- 
bined with weak perfor- 
mance by the life insurers 
and trust banks who have 
traditionally dominated pen- 
sion fund management, 
underpin the . rationale for 
rtfenn* 

Japan’s population is now 
ageing at a faster rate than 
that of any other advanced 
industrial economy, with the 
number of people aged over 
65 scheduled to reach more 
than a quarter of its popula- 
tion by 2025 compared to 
about 14 per cent at present. 


Ow the past 10 years, how- 
ever, local pension fund 
managers have made feeble 
investment returns, making 
it increasingly diffic ult for 
funds to meet le ga l obliga- 
tions to provide a 5.5 per 
cent annual Investment 
return to scheme members. 

Fond Tnan?»gprnpnt perfor- 
mance has been hampered 
by restrictive regulation and 
undermined by the poor per- 
formance of the domestic 
economy in the 1990s. Until 
recently, fund managers 
have been subject to strict 
limits on their investment 
policy, being obliged to allo- 
cate at least 50 per cent of 
their assets In the low-yield- 
ing fixed-income market, 
and no more than 30 per 
cent in domestic or overseas 
equities and no more than 20 
per cent in property. The 
combination is known 
locally as the 5-8-S-2 rule. 

According to recent 
research by Nikko, the Japa- 
nese securities house, 
returns have averaged only 
59 per cent annually «<nre» 
1985 and have fallen below 
3.5 per cent during the past 
two years. Life insurance 
companies have twice 
reduced the guaranteed rate 
of return they offer to pen- 
sion funds, cutting the rate 


last year from 4.5 per cent to 
25 percent 

Actuaries suggest that cor- 
porate pension funds could 
be underfunded by as much 
as 40 per cent Their prob- 
lems are particularly severe 
in declining industries such 
as textiles - where the num- 
ber of workers contributing 
to schemes is falling rapidly 
and have been highlighted 
by the collapse of four 
schemes during 1996. 

Reform has proceeded 
along two channels. 

Firstly, the ministry of 
finance has relaxed the 
5-93-2 rule; since April last 
year the regulation has been 
applied only to an individual 
pension fund as a whole 
rather than to each of the 
separate pools of assets 
administered by a fund's 
managers (a typical fund 
might employ half a dozen 
managers). 

Fund managers can also 
apply to be exempted com- 
pletely from the rule. So far, 
pension funds have been 
cautious to embrace the 
changes - by December last 
year, for example, only six 
funds had applied for exemp- 
tion from the 53-3-2 rule. But 
the numbers look set to 
increase, partly as a result of 
other changes. 


Later this year, Japanese 
accounting rules which have 
contributed to poor perfor- 
mance are to be overhauled. 
As a result of changes sched- 
uled to take effect from 
April, fund managers will 
need to mark the value of 
their assets to market prices 
rather than accounting for 
them at historic cost Ana- 
lysts say that existing 
arrangements had encour- 
aged managers to sell assets 
that are performing well and 
retain those that perform 
badly. 

Secondly, competition has 
been introduced into the 
pension fund management 
industry. Restrictions an the 
the activities of independent 
fund management compa- 
nies, usually the subsidiaries 
of Japanese or foreign secu- 
rities companies and banks, 
have been eased. These 
so-called “independent man- 
agers” can now manage new 
pension fund money and up 
to half of the existing assets 
of a fund, rising to all of a 
fund’s assets in 1999. 

It has also become easier 
for pension flrnds to chang e 
their investment managers, 
while Independents have 
won access to a small ch unk 
of the some Yi50.000bn in 
public sector pension assets. 


Nempuku (the Pension Wel- 
fare Service Public Corpora- 
tion), which administers 
about one-fifth of this 
amount, has traditionally 
allocated fund management 
responsibility to life compa- 
nies and trust banks. Last 
year, for the first time, Nem- 
puku was allowed to award 
contracts to new indepen- 
dent groups, and in April 
asked a number of indepen- 
dents to manage some 
Y3900bn. 

Growing activity by the 
Independents has been a stri- 
king feature of the market in 
recent months, with the sub- 
sidiaries of Japanese securi- 
ties houses - such as 
Nomura, Nikko. Yamalchi 
and Daiwa - and a small 
number of foreign houses 
winning significant chunks 
of business. 

Mr Darrel Whitten, direc- 
tor of research at Lehman 
Brothers In Tokyo, says that 
between March 1995 and last 
October the “big four" 
increased the corporate pen- 
sion contracts they manage 
by 85.4 per cent to Y890bn. 
By the end of September 
1996. 358 funds - or more 
than one-sixth of some 1580 
corporate funds - had 
awarded a total of 1,288 con- 
tracts to independents, 



What does the future hold, Madam Fortune Teller? For Japan’s rapidly ageing population, financial 
hardship without reforms of the country's pensions market mow- aeMbv Astwood 


according to Nomura Invest- 
ment Management (Nlmco). 
the security house’s fund 
management arm. 

More than a third of those 
contracts - a total of 531 
contracts by 66 pension 
funds - were awarded since 
the beginning of April. 
Nearly 200 more pension 
funds are preparing man- 
dates for independent man- 
agers. Overall, independents 
now have an estimated 7 per 


cent share of the corporate 
pension market, up from 0.6 
per cent in 1990 and 2? per 
cent in 1993. 

Mr Luke Nobuo Katayama, 
director of Japanese pension 
fund investment at Nimco, 
says his firm has been bid- 
ding for up to 10 mandates a 
week from company pension 
funds. 

Japanese companies are 
overcoming their initial 
reluctance to award man- 


dates to foreign groups, 
according to Mr Clifford 
Shaw, the president of Mer- 
cury Asset Management 
Japan in Tokyo. MAM, 
Schraders, Jardine Fleming 
and Deutsche Morgan Gren- 
fell, and Hill Samuel Asset 
Management (which has an 
alliance with Dai-Ichi Kan 
gyo Bank) are the foreign 
groups with the biggest mar- 
ket share, according to 
industry calculations. 



Foreign insurers 
lead calls for 
radical reform of 
product ranges 
and prices 

Few areas of Japan’s “big 
bang” are likely to prove as 
controversial as the planned 
deregulation of the insur- 
ance industry. 

■ December's trade agree- 
ment between Japan and the 
US lays down a programme 
for radical reform of an 
industry which has been the 
most regulated within the 
Economically developed 
world. Under pressure from 
the US and a handful of for- 
eign insurers, the govern- 
ment has agreed to allow 
Insurers to sell a broader 
range of products and set 
their own prices. 

If implemented to the let- 
ter, the deal will introduce 
fierce competition into an 
Industry traditionally run - 
in the words of one local 
analyst - as a “public ser- 
vice oligopoly”. 

In the non-life sector, 
which sells commercial and 
Personal lines policies, five 
companies - Nippon, Sumi- 
tomo, Yasuda, Tokio and 
Mitsui - account for more 
than half the market. 
Japan's life business is domi- 
nated by eight huge compa- 
nies. 

Rates are set by the rat- 
ings associations, them- 
selves controlled by the 
large local companies, and 
both rates and policy word- 
ings must be approved by 
the ministry of finance. 

Policies are relatively 
{ 3»ap, but by western stan- 
dards service is slow and the 
industry inefficient Accord- 
ing to analysts, the expense 
wtios - operating expenses 
08 & percentage of premiums 
collected - average 40 per 
c®nt, several percentage 
Points Mghpr than in either 
Europe or the US. 

The system is defended in 
Japan on the grounds that it 
Jus secured stability in an 
judustry rocked by a wave of 
bankruptcies in the 1920s 
and 1930s. Japanese insurers 
ar Bue that rate competition 
have damaging social 
consequences and increase 

risks and r*lfllmg For exam- 
ple, they say, moves to allow 
higher insurance rates for 
more dangerous or less 
experienced drivers will 
result in uninsured cars on 

the roads. 

The association also 
°Ppases moves to allow 
Insurers to sell policies by 
telephone or by direct mail; 
tevoured by foreign compa- 
nies on grounds of increased 
efficiency. 

Domestic insurers have 
teoved to take advantage of 
hew freedoms introduced 
wfore the December agree- 
Last April, restrictions 
Preventing domestic life and 
hon-llfe companies from 
mitering each otters' mar- 
sets were lifted. By the end 
of November 1996 six of the 
foontrys 27 hie companies 
had established non-life sub- 
fiidtarfes, while li non-life 
oompaniw had set up life 


companies, according to the 
finance ministry. But the 
local industry is still largely 
opposed to change, which it 
condemns as too rapid and 
too drastic. 

Pressure for change has 
come mainly from foreign 
insurers, seeking to take 
advantage of their greater 
efficiency in order to build 
up their share of the 
Y12,600bn non-life market, 
which currently stands at 
about 2 per cent 
Since the late 1980s foreign 
companies have been 
granted limited access to the 
non-life market - mainly to 
write health and personal 
accident business, known in 
Japan as “the third sector - 
but are now particularly 
keen to build a share of the 
motor market, which 
accounts for roughly half 
Japanese premium incoma 
Although foreign compa- 
nies are free to enter the 
market they argue that 
deregulation will be neces- 
sary if they are to compete 
successfully and these argu- 
ments have been supported 
by the US government in its 
bilateral trade talks with 
Japan. Some changes were 
agreed as part of a broader 
US-Japan accord. 

For example, since the 
be ginnin g of April last year 
insurers have been able to 1 
vary - albeit within tight 
limi ts - the amount of the 1 
premium which is charged 
to cover the expenses 
incurred in underwriting 
and selling a policy. The 
finance minis try has also 
allowed insurers to sell non- 
life policies by direct mail or 
telephone, ratter than by 
relying an the Independent 
sales agents who dominate 
distribution of nan-fife poli- 
cies. 

American Home Insur- 
ance, a subsidiary of the 
American International 
Group, began a direct sales 
operation towards the end of 
last year, and licences have 
been awarded to five other 
foreign companies. 

However, the December 
trade agreement outlines a 
programme for more radical 
change. In larger commer- 
cial risks, the limit above 
which Insurers can compete 
freely on price was reduced 
in January from Y30bn to 
Y20bn. Next April that limit 
will be reduced to Y7bn. In 
July next year insurers will 
be freed from the obligation 
to use rates set down by the 
rating organisations, paving 
the way for complete price 
deregulation in January 
2001. 

On paper these changes 
meet the demands of foreign 
insurers and should help 
them win more business. Mr 
Ian Carroll, president of the 
Foreign Non-Life Insurance 
Association of Japan, 
believes that foreign compa- 
nies have more skill in rat- 
ing both more complex engi- 
neering risks as well as 
standard risks like motor or 
home and - at least in their 
own markets - operate more 
efficiently than their Japa- 
nese rivals. Mr Carroll says 
direct motor "will take off 
very test”. 


MARUBENI in Asia 


Chandra Asri Petrochemical Center • Cilegon Anyer, Indonesia} 


Every Toy 


A Partnership for Growth 

Marubeni knows how important if is for 
countries with a large natural resource base 
to develop beyond the role of raw material 
exporter. Adding value to the resource creates 
employment, reduces reliance on imports 
and builds wealth for the country as a whole. 
When the government of Indonesia was look- 
ing for a partner to help if build and operate 
the Chandra Asri Petrochemical Center, 
it turned to Marubeni. 

From Planning to Finished Product 

Marubeni assisted at each important phase 
in developing the plant, in the first phase of 
the project, Marubeni helped devise and 
commence an overall plan, select an expe- 
rienced contractor and arrange short term 
funding. In the second phase, Marubeni 
helped find project participants, determined 
the project sponsor and arranged long- 
term financing with the cooperation of the 
Japanese government. During the last phase 
of the project, Marubeni's tasks included dis- 
patching key personnel to oversee construc- 
tion of the plant and assisting in organizing 
Hie company and its management. 



The Chandra Asri Petrochemical Center is Indonesia's first 
integrated olefin complex . The abnt represents another 
step in the nation's goal of adding value to its natural 
resources. Marubeni played a key role in its creation by 
using its worldwide network to develop innovative solutions 
to make the project a reality. 



raw an d finished 

9^^ materials for projects in many 
industries throughout the world. 


The Chandra Asri olefin plant is an exam- 
ple of how Marubeni uses its worldwide 
network to develop innovative solutions to 
help design, finance, operate, and supply 


Marubeni is involved in a wide range of 
activities throughout Asia including build- 
'ing infrastructure, developing energy 
resources, establishing manufacturing 
bases and producing basic industrial 
materials such as olefins. 


Marubeni's experience in trading, 
investing and developing new business 
opportunities extends beyond Asia to 
Europe, the Americas and the Middle 
East. The company's operations in 86 
countries give if the depth and breadth 
of resources to participate in a wide range 
of projects that span the globe. For more 
information about what Marubeni can do 
for your company, just call the nearest 
Marubeni office. 


Tells 


Story 


Today, the Chandra 
Asri plant produces 
over 780,000 tons 
of olefins including 
ethylene and propylene. 

These products are used in the production 
of plastics for use in many applications 
including automobile parts, shopping bags 
and, of course, children's toys. By produc- 
ing olefins locally, Indonesia has reduced 
its overall olefin imports, created over 
1 ,000 jobs and developed an industry 
which will bring benefits to the nation for 
many years to come. 


Building A Future 
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Adding valve is ai fr business 


Marubeni 

CORPORATION 

Home Page Address: http/Awww.maru beni.co.jp 


Marubeni in Europe 

London • TeL 44-171-826-8600. Fax 44-171-256-5090 
Dublin * Tel. 353-1-661-0011, Rax 353-1-676-6090 
DusseWorf * Tel. 4&-21 1-3671-0, Fax 49-21 1-3671-325 
Hamburg * Tel. 49-40-37883-0, Fax 4940-37883-1 09 
Budapest • Tel. 36-1-266-6776. Fax 36-1-266-7416 
Bucharest » Tel. 40-1-312-9543, Fax 40-1-312-0508 
Vienna • TeL 43-1-407-4365, Fax 43-1-407-4389 
Warsaw • Tel. 46-22-635-3401 , Fax 48-22-635-3473 


Prague • TeL 42-2-2440-81 14, Fax 42-2-2440-6123 
Brussels * Tel. 32-2-645-8511. Fax 32-2-647-1724 
Paris • TfiL 33-1-44-86-8900, Fax 33-1-47-03-99-79 
Milan • Tel. 392-66997-1, Fax 392-66997-240 
Madrid • Tel. 34-1-555-6060, Fax 34-1-556-6060 
Barcelona • Tel. 34-3-321-7100, Fax 34-3-322-2921 
Stockholm * Tel. 46-8-6131-100, Fax 46-8-20-28-07 
Oslo * Tel. 47-22834420, Fax 47-22834434 


Helsinki • Tel. 358-9179020. Fax 358-9179039 
Copenhagen * Tel. 45-33*93-51 -00. Fax 45-33-93-6910 
Piraeus • Tel. 391-4293132, Fax 391-429-2597 
Sofia • Tel. 3592-70-1075, Fax 3592-971-1164 
Moscow • Tel. 7-095-258-1 B-1 7, Fax 7-095-258-0952 
Kiev • (opens April, 1997) 

Tashkent • Tel. 7-371 2-89-1 1-46, Fax 7-3712-89-1 1-48 
Almaty • Tel. 7-3272*32-12-36, Fax 7-3272-32*5992 
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4 JAPANESE FINANCE 


THE EQUITY MARKET • by Richard Lapper 


Nikkei sharply out of line 


Financial reform 
is expected to lift 
prices, but some 
feel there’s more 
pain first 

Six years after the Japanese 
stock market reached its 
highest level, a combination 
of fiscal tightening and 
financial deregulation has 
sent the market plunging 
again. 

The recent fall in prices 
has simply underlined the 
feet that the Nikkei - a star 
international performer of 
the late 1980s - is sharply 
out of line with a trend 
which has seen American 
and European equity mar- 
kets climb to new highs in 
recent weeks. 

Japanese stock values are 
now less than 50 per cent of 
their 1989 peak and - 
although promised financial 
reform should help the mar- 
ket regain its feet in the lon- 
ger term - some observers 
argue that prices have fur- 
ther to fell. 

Last December, with the 
Nikkei 225 trading slug- 
gishly at little more than 50 
per cent of Its historic peak 
achieved at the end of 1989. 
government moves to 
tighten Japan’s fiscal deficit 
sent the market sinking 
lower. According to econo- 
mists, the measures - con- 
sisting of a rise in consump- 
tion tax from 3 to 5 per cent, 
plus an end to a temporary 
income tax rebate - will 
remove 1.6 per cent from 
1997 gross domestic product, 
a devastating blow for a 
market already digesting the 
implications of a downturn 
-in the immediate outlook for 
economic growth and corpo- 
rate earnings. 

In little more than a 
month, the Nikkei shed 
more than one-seventh of its 
value. Financial deregu- 
lation - Japan's “big bang” 
announced in the autumn - 
has. in the short term at 
least, made matters worse. 
The reform threatens to fur- 
ther undermine the finan cial 
sector, whose profitability 
has been guaranteed histori- 
cally through highly-regu- 
lated and oligopolistic mar- 
ket structures. ' ■ • •* — 

The shares of banks. Insur- 


ance companies and securi- 
ties houses have been partic- 
ularly hard hit In the recent 
sell-off, partly for this rea- 
son. In addition, though, 
many financial sector com- 
panies are particularly vul- 
nerable to weakness In the 
share market since they 
depend on unrealised share 
market gains for part of 
their profits. The overall fell 
in the market has therefore 
made their shares even less 
attractive to investors, in 
turn contributing to a fur- 
ther decline. 

Yet in the longer term the 
deregulation programme is 


THE NIKKEI 2 25 


in 1980 to under 3 per cent in 
1995. 

Last April, the rules gov- 
erolng the amount of their 
portfolios pension fund man- 
agers could invest in sepa- 
rate classes of financial 
assets were loosened. At the 
same time, both private cor- 
porate funds and the public 
sector's welfare fund (Nem- 
puku) are now allowed to 
place a greater proportion of 
their assets with indepen- 
dent pension fund managers, 
who tend to favour invest- 
ments in the domestic equity 
and foreign securities mar- 
kets. 



necessary for the market's 
recovery. In a narrow sense 
it will Increase the efficiency 
of the h anks and securities 
houses. Measures such as 
deregulation and the 
removal of barriers separat- 
ing the businesses of bank- 
ing and the securities indus- 
try should encourage 
rationalisation. More impor- 
tantly, it should help Japan's 
capital markets function 
more efficiently. Share buy- 
backs should become easier, 
potentially reducing the 
pressure caused by the high 
level of share Issuance in the 
last couple of years. 

The reform of rules gov- 
erning the operation of the 
pension fund system makes 
it easier for fund managers 
to buy overseas equities and 
bonds as well as exercise 
more pressure on local com- 
panies to increase a return 
on capital which has fallen 
from just under 12 per cent 


There are already some 
signs that the market is 
becoming more discriminat- 
ing. investors suggest that 
there are now much greater 
differences between the way 
different companies perform 
than was the case in the 
past. 

During the first few 
months of 1997, as the mar- 
ket has regained some of the 
ground lost since December, 
a sharper-than-usual differ- 
ence has been apparent 
between Japanese compa- 
nies. In particular, the 
shares of companies which 
benefit from the current 
weakness of the yen - such 
as makers of precision equip- 
ment and the stronger car 
and electronics companies - 
have done well, while those 
of companies oriented to the 
domestic market have fared 
poorly., 

Investors point out that 
while the index as a whole 


might not advance strongly. 
Japan will still produce 
some good performances by 
individual stocks. 

Even so. many analysts 
argue that a Anther fell in 
Japan's equity markets is 
likely. Even at its current 
levels, the market - mea- 
sured by conventional valua- 
tion yardsticks - looks 
hugely overvalued compared 
with Europe and the US. 

Despite its recent decline, 
the market in mid-February 
was still on a historic price 
earnings ratio of about 50. 
three times the level of the 
UK, more than twice the 
level of the US and twice as 
high as a rapidly-growing 
emerging Asian market such 
as Malaysia. The market's 
dividend yield of 0.85 was 
less than one-third of that 
offered by the UK. and half 
that available to investors in 
US equities. 

Writing recently. Mr 
Andrew Smithers, of the 
London-based Smithers and 
Co. described how the 
rationalisations frequently 
used by foreign investors to 
justify buying Japanese 
shares have become 
“increasingly suspect". 
Many profit forecasts have 
“been habitually overopti- 
mistic", liquidity has not 
expanded as the “banking 
system bas acted as a liquid- 
ity trap" and “low interest 
rates have not encouraged 
individual Investors to 
switch deposits into shares". 

In addition, claims that 
shares can be valued relative 
to interest rates have been 
shown to be hollow since 
“the stock market has more 
often weakened than risen 
when interest rates have 
fallen". 

According to the so-called 
H Q" ratio, which compares a 
measure of the real net 
worth of corporate equity 
with the value currently 
ascribed to it In the stock 
market, the Tokyo market is 
at least 60 per cent overval- 
ued, says Mr Smithers. 
Because land has been such 
an important part of the cor- 
porate balance sheet in 
Japan, and because land 
prices have fallen even more 
than shares, the stock mar- 
ket “appears even more 
over-priced than it did at the 
height of the bubble". 
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CASE STUDY 


Talk to securities industry 
analysts in Tokyo and two. 
very different companies 
toad to crop up as preferred, 
stocks. 

One Es Nomura, the 
largest of the Tug four" 
stockbroker firms. The 
other is the tiny 
Osaka-based Eosei 
Securities, arguably the . ... 
most consistently .... 
successful of a handful of 
smaller companies listed on 
the stock exchange in the 
late 1980s. 

Eosei has recorded 
operating profits in each of 
the last seven years, often 
bndsing the trend in an 
industry which has been 
blighted by the stagnation 
of the Japanese equity 
market. In the full year to 
last March, it recorded . 
operating profits of Y407m 
on sales of Y3J15bn. 

That perf o r ma nce • 
followed Y300m on sales of 
Y3-39bn in 1995. Y478m on 
sales of Y4-03bn xn 1994, ; 
and Y8Ilm on sales of . 
Y5.14bn in 1993. . . 

Kosei's secret Is twofold. . 
Firstly, unlike the majority 
of the 25 listed securities 




groups it is highly 
specialised, earning up to 
half its revenues from 
trading, mostly pf financial ' 
. derivatives. 

. Secondly, its founder and 
chairman. Mr Goto 
Tatsumi. has kept a firm 
band on costs, reducing 
staff levels quickly .. . 
following the collapse of 
the babble economy in 
1980. ; 

Between a half and 
one-third of Kosei’9 income 
came from derivatives 
trading in the six-month . 
period period to September 
1996, although the 
c ontributi on has been as 
much as half -in recent . 


Unlike the majority o€ 
small andmedtam-sised 
companies in the sector it 
has e s c he wed retag broking, 
andavoidedtiiecostsand ‘ 
overheads oftbe network, of 


.?•• -companies which 

their branch 'networks 
‘ ■ quickly during the late 1980 
/ . volumes have to rise to 

,-r : " t more than 500 m, a flgnre 

. ''' hot exceeded since 1989- 
• ; ^contrast, Eosei 

V . benefits from volatility in 

branch offices that go with. , V the, markets, which has 
it. . . been at "relatively high 

In the first half of the levels over the past five 

• 1996 fiscal year Just' under ' and which , can be 

half of revenues came froth expected to increase as 
commission hut , ffnanriai deregulation 

almost aB th at was earned , X* proceeds. The speed with 
from a group -of commercial ' ' which Mr Tatsumi moved 
chants. \ ■ to dose overseas branches 

“Jtte ajdarategywhicfa is -extd reduce the domestic 
unique in thfe market," ' . branch network marks him 
says Mr Paul Heaton, * - off from his colleagues at 

. analyst at Deutsche Morgan' 3 otbetOim Since 1991 Mr 

• Grenfell In Tokyo. . * v?cfratsund.aays staffing at 

The advantage of this. _ . ..Kioseihas been reduced 
" focus is thatKoseti^,. i: V . . fitmi around 509 to 160. 
perhaps less dependent op -v : - ' ^4' Tatsumi argues that 
tbe volume of shares traded' .•* -bis organisational 
than any other broke®, > -f ‘ ^structures are flatter and 
According to one recent ? , v “more agile” than those 
-estimate, volume on the '-y . typical of „ other securities 
Nikkei has only.to reach . -V ^firins, which makes it 
39m pm day before Eosei " v po&sfote for Kosei to take 
can break even. For every ’. " decisions fester and 
other broker, a iradfiig . / / ; ^’respond more quickly to 
volunte er at least 220m . . L byisfeess opportu n it i es. 

. dtuoee.aday te rwpifred^ L ; \" '-'1 . ‘ 

draft for some medimn-sized^ .Lapper . 


SECURITIES INDUSTRY* by Richard Lapper 


Brokers need volumes 


Quieter markets 
have put severe 
strains on some 
small firms reliant 
on commissions 

Financial deregulation is set 
to accelerate the restructur- 
ing of Japan's securities 
industry, much of which has 
been weakened by the 
decline in volumes in the 
equity market in recent 
years. 

Among Japan's more than 
2S0 securities brokers, many 
smaller firms are heavily 
dependent on commission 
income earned on the trans- 
actions they carry out hi the 
equity market and are 
exposed as price competition 
takes off Many analysts pre- 
dict a shakeout, with bigger 
companies absorbing their 
weaker rivals. “Japan 
doesn't need this number of 
securities companies." says 
Ms Mineko Sasaki-Smith. 
chief economist at CS First 
Boston in Tokyo. 

Commission rates on 
transactions over Ylbn were 
liberalised in 1994. and the 
ministry of finance said in 
November that fixed com- 
mission rates - which vary 
from 0.1 per cent to 1.15 per 
cent - would be scrapped 
later this year, bringing 
Tokyo into line with New 
York and London. 

In the meantime, competi- 
tion in the small over-the- 
counter market has already 
given the industry a taste of 
things to come. Since Mat- 
sui, a small independent bro- 
ker, announced a reduction 
in its commissions in early 
February this year a stream 
of foreign and domestic com- 
panies have followed suit. 
Within hours of the Matsui 
announcement, Paribas Cap- 
ital Markets said it would 
match the cuts, and its 
example was soon followed 
by Credit Lyonnais and Nip- 
pon Securities. 

Mr Paul Heaton, senior 
analyst at Deutsche Morgan 
Grenfell in Tokyo, says that 
by the end of the month 40 
brokers had discounted 
rates, most by between 50 
and 60 per cent "It clearly 
sets a precedent for the 
listed markets," he says. 

Commissions are a partic- 
ularly sensitive area for 
smaller brokers, who rely on 
them for between 90 and 100 
per cent of their earnings. 
But even the “big four" bro- 
kers - Nomura, Nikko, 
Daiwa and Yamaichi - earn 
an average of 46 per cent of 
their earnings from commis- 
sions. 

Even though average vol- 
umes traded on the Nikkei 
have risen recently, volumes 
in the first two months of 
this year are still way down 
on those typical in the late 
1980s. Trading volumes aver- 
aged 419m a day during Jan- 
uary and about 440m in Feb- 
ruary, compared with an 
average of 389m shares a day 
in 1996 and an average low 
of 264m a day during 1992. 

Present trading volumes 
are well below the levels 
some medium-sized brokers 
need to break even. When 
they expanded their branch 
networks rapidly in the late 
1980s volumes were r unning 
at more than Ibn a day. 

The bigger firms are also 
more vulnerable to other 
pressures stemming from 
liberalisation, and in particu- 
lar from the gradual removal 
of barriers separating the 
businesses of banks and 
securities firms. 

Bank-affiliated securities 
companies have already 
seized a sizeable share of the 


market for domestic bond 
underwriting. After rules 
restricting banks from enter- 
ing the area were lifted in 
April 1993, two long-term 
credit banks - Industrial 
Bank of Japan and 
Long-Term Credit Bank of 
Japan - established , securi- 
ties subsidiaries. Six city 
banks - Dai-Ichi Kangyo, 
Sakura, Mitsubishi (now 
part of Tokyo Mitsubishi), 
Fuji. Sumitomo and Sanwa - 
followed suit in November 
1594. 

These bank subsidiaries 
have increased their share of 
the market from 9.8 per cent 
in March 1995 to 25 per cent 
in March 1996 and, according 
to Mr Shlgeaki Katagiri, 
president and chief execu- 
tive officer of LTCB Securi- 
ties, 19 bank subsidiaries 
now account for 30 per cent 
of the market for underwrit- 
ing new bond issues and 9 
per cent of the market for 
equity-linked issues. 

Mr Masashi Suzuki, chair- 
man of the Japan Securities 
Dealers' Association, com- 
plains about the “fairness" 
of the competition to which 
the securities industry has 
been subjected to. He says 
that the bank subsidiaries 
are heavily dependent on 
businesses which have rela- 
tionships with their parent 
banks. Nevertheless, he also 
emphasises the new opportu- 
nities being created for the 
industry by deregulation. 

Many brokers have estab- 
lished fund management 
subsidiaries, which are com- 
peting mainly with foreign 


firms, for a share of the 
growing private pension and 
mutual fund market Accord- 
ing to Ms Alice Ogawa, ana- 
lyst at Salomon Brothers in 
Tokyo, brokers distribution 
fees which, are largely gener- 
ated by sales of investment 
trusts Increased by 22 per 
cent in aggregate in the first 
half of the 1996 fiscal year, 
contributing in large part to 

Tokyo share trading* 


Month 

Shams 
traded [m) 

Value 

Y'OOOm 

Jan 96 

9305 

93,416 

Feb 

9,460 

88,366 

Mar 

9.747 

95,723 

Apr 

11.880 

114,113 

May 

8.842 

■ 89,390 

Jun 

8,506 

89,973 

Jul 

6,752 

69,437 

Aug 

5,932 

60,809 

Sep 

6,341 

66,559 

Oct 

5.992 

61,762 

Nov 

5,978 

65,177 

Dec 

6,810 

76,240 

Jan 97 

7.978 
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the improved operating per- 
formance of several of the 
bigg e r brokers. 

Mr Heaton describes fund 
management as the .“key 
growth area" for brokers. 
More generally, brokers are 
aiming to gain, from the 
expansion of tbe local capi- 
tal market 

The recent expansion in 
profits in bond sales and 
trading indicates the poten- 
tial importance of earnings 
from these sources. During 
the year to April 1996 bond 
trading accounted on aver- 


age for 14 per cent of reve- 
nues, at the big four, com- 
pared to an average of about 
5 per cent over. the. previous 
10 years* Significantly, the 
industry has benefited in 
particular from the enthusi- 
asm of institutional and 
retail customers for dual 
currency bonds and other 
structured notes. 

At the same time, how- 
ever, before they can take 
full advantage of the new. 
opportunities, Japan’s bigger 
brokers must folly digest 
losses incurred by financial 
houses to which they are 
linked. The losses - which 
relate to bad property loans 
- are expected to cut off any 
remaining exposure to the 
property market. Even so, 
they will be sufficiently seri- 
ous for the big four brokers 
to report pre-tax losses for 
the year fo March 1997. 

Nomura - Securities 
reported In September that it - 
would report Y371bn> of 
losses in the first half of the 
1996 fiscal year to support 
losses at Nomura finance, 
for example. Two months 
later, Daiwa. Securities fol- 
lowed suit by anno uncing it 
wouldpay Yl2Qhn to hdp its 
Daiwa Finance real estate 
subsidiary to write off bad 
loans, again, resulting from 
the deefine in the real estate 
market. Yamaichi then 
announced a write-off of 
YISObn, ind in December 
Nikko said it was injecting 
Y147.5bn into three lending 
affi li a t es to enable them to 
write off uncollecfcahie prop- 
erty-related loans. 
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Bucking tf» tramt ahares on the Tokyo stock exchange woo faffing white, urrtfl test week, London axl New York markets rose 

DEREGULATION • by William Dawkins 

‘Last chance to catch up’ 


£ 


After years of 
discussion in 
government, 
ie fuse is lit 
for ‘big bang’ 

In Japan, there is nothing 
like a sense of crisis to stim- 
ulate change. 

That is exactly what 
inspired Mr Ryutaro Hashi- 
moto. the prime minister. to 
proposelast November ambi- 
tious ’plans to deregulate 
Tokyo's costly and cumber- 
some finanrial markets and 
bring them to the same size 
and sophistication as Lou- 
don or New York by 200L 
. It is nothing less than “our 
last chance to catch up”, 
gays a senior finance minis- 
tryofficiaL 

It is. an ambitious objec- 
tive. The “big bang" plan 
includes full liberalisation of 
commissions on equity sales 
and insurance premiums, 
probably from early next 
year. Chi top of this, banks, 
stockbrokers and insurance 
companies are to be permit- 
ted to eater each others' 
businesses, likely in two 
yeart time. It is as if the US 
" were to launch May Day 
deregulation and abolish the 
Glam Steagall Act simulta- 
neously, points out Mr 
Thierry Porte, - president of 
Morgan Stanley's Japan 
operations. . 

The plan, the timetable for 
which is to be sketched out 
in more detail by the govern- 
ment in June, also includes 
a host of detailed measures 
to allow investors and com- 
panies to make full use of 
their new freedoms. 

Pension tfund managers, 
for example, would be free to 
invest more money in equi- 
ties, currently restricted to 
20 per cent of their portfo- 
lios. All fund managers will 
have to disclose the market 
value of their investments, 
so that performance can for 
the first time be compared 
with deregulated foreign 
competitors. 

Also planned is a move 


towards international 
accounting standards, so 
that investors can assess the 
real value of Japanese banks 
and securities companies, 
presently obscured by a web 
of cross holdings and hidden 
affiliates. The requirement 
to obtain a government 
licence to deal in foreign 
exchange is to be abolished. 

Nothing on this list is new. 
All these proposals have 
been circulating in various 
government committees for 
years. Some lacked the polit- 
ical push to turn them into 
reality, others were to be 
introduced in gradual steps, 
to allow a soft landing for 
businesses likely to suffer 
from increased competition. 

What is new is the com- 
mitment. at the highest 
political level, to a deadline, 
supported by the finance 
ministry's assumption that 
weaker institutions must be 
allowed to fall. 

Four months after the 
launch of the "big bang” 
objective, the signs are that 
the government is indeed 
serious about carrying it out 
For the first time in more 
than half a century, the 
finance ministry ordered the 
closure of an insolvent 
regional bank, Hanwa Bank, 
shortly after the big bang 
announcement - a sign that 
officials really do believe 
that market forces must be 
allowed to rule. 

Initial progress in prepar- 
ing the plan's deregulation 
moves has been rapid. The 
finance ministry has all but 
completed draft legislation 
to remove the few remaining 
exchange controls from 
April next year. 

The UK's abandonment of 
exchange controls in 1979 is 
widely accepted as making 
wider deregulation inevita- 
ble. since it deprived the 
government of the means to 
halt a flow of financial busi- 
ness to other less regulated 
markets. Ministry officials 
hope that a similarly benefi- 
cial chain reaction will take 
place in Japan. 

Deregulation of insurance 


premiums has already 
begun, with the award of 
licences for foreign insurers 
to sell cut price motor poli- 
cies by mail order, the first 
stage of a trade agreement 
with the US completed last 
December. 

In another step towards a 
freer financial market, draft 
legislation is being prepared 
to award the Bank of Japan 
greater autonomy, again 
from April next year. While 
not formally part of the big 
bang package, the change 
would make clearer the 
respective responsibilities of 
the BOJ and finance minis- 
try in warding off risks to 
the stability of the financial 
system posed by an increase 
in bank and security com- 
pany failures, a posable ini- 
tial consequence of deregu- 
lation. 

In addition, the ruling Lib- 
eral Democratic party and 
its political partners have 
agreed in principle to lift a 
51-year-old ban on holding 
companies - probably next 
year - a move which would 
help the creation of diversi- 
fied investment banks 
enabling institutions to cross 
over into new and more prof- 
itable kinds of business. 

Legislating for a freer 
financial market is one 
thing. But what also counts 
is to what extent domestic 
banks and stockbrokers are 
prepared to welcome greater 
competition. 

Some domestic players 
still hope for a soft landing. 
"The change to international 
standards will not take place 
in one go,” says Mr Masashi 
Suzuki, c ha inn an of the 
Japan Securities Dealers’ 
Association. 

But many others are pre- 
paring fast and early. Three 
months ago, two medium- 
sized stockbrokers, Tokyo- 
based Maruko Securities and 
Osaka-based Dalka Securi- 
ties. announced a merger, in 
anticipation of the consolida- 
tion expected to diminish 
their overcrowded ranks. 
Last month, another medi- 
um-sized broker, Matsui 


Securities, unilaterally 
halved commissions on over- 
the-counter shares, not regu- 
lated by the finance minis- 
try. This prompted a wave of 
discount OTC broking by all 
its main competitors. 

It is not hard to see why 
the consensus for financial 
market deregulation has so 
suddenly taken shape. The 
Tokyo share price collapse 
early thin year ptnpViagtaoH 
to many just how discon- 
nected Tokyo had become 

fr om other leading finanrial 
markets. Equities in Landau 
and New York were reaching 
record highs just as Japa- 
nese ahares were tumbling, 
to on average just over half 
the level of their 1989 peak. 

Japan's “big four” stock- 
brokers, who once resisted 
the introduction of negoti- 
ated commissions, now 
accept that fixed commis- 
sions risk tuning Tokyo 
into a backwater. Again, it is 
easy to see why. At the turn 
of this decade, monthly 
equity trading values in 
Tokyo and New York were 
roughly equal Since then. 
Tokyo's trading value has 
fallen 70 per cent, at which 
level it is erne fifth that of 
New York. 

Tokyo is even losing its 
importance as a market for 
Japanese equities. Over the 
past five years, the propor- 
tion of Japanese shares 
traded in London - where 
commissions were deregu- 
lated just over 10 years ago - 
has tripled to 18 per cent of 
the total volume in Tokyo. - 

Will Tokyo manage to 
catch up again? Deregu- 
lation of the fipanrial mar - 

fcets is certainly moving fas- 
ter than elsewhere in the 
economy. The main players 
- that is, senior politicians, 
the finance ministry and the 
financial industry - accept 
that there is no alternative. 
The main doubt is whether 
those in favour of a soft 
landing, which includes a 
faction in the LDP and the 
smaller stockbrokers and 
hanks, will be able to delay 
the process. 


DERIVATIVES • by Richard Lapper 


Restrictions set to ease 


Industry will be 
given the 
opportunity to 
catch up with 
overseas markets 

' Financial deregulation 
should give a fillip to 
Japan's derivatives industry, 
whose development has 
lagged behind that of the US 
and Europe. Many of the 
legal restrictions which have 
hampered the industry's 
growth could disappear over 
the next few years. 

Detailed proposals for the 
derivatives industry have 
still to be outlined. However, 
cltange is expected in at 
least two areas. 

Firstly, it should become 
to sell equity con- 
tracts in the over-the- 
counter market (between 
tanks and their commercial 
customers), which at present 
contravene Japanese gam- 
oliog laws unless they are 
conducted through a recog- 

a * fi ed exchange. 

The Securities and 
Exchange Council, an advi- 
sory body which is part of 
ministry of finance, is 
currently discussing the 
Issue, and liberalisation is 
expected to take place, prob- 
ably in the 1997 business 
Fear, 

Secondly, amendments to 
foreign exchange rules 
Planned tor later this year 
will have a direct impact on 
the derivatives markets. The 
withdrawal of rules cur* 
tamly fim5ting all but a 
®°up of restricted “author- 
ed banks" to conduct lor- 
exchange transactions 


will make it easier for play- 
ers in the financial markets 
to hedge currency risks. The 
list of authorised banks 
includes city banks and 
long-term credit banks and 
some regional banks, but 
excludes Japan’s giant secu- 
rities houses and some other 
banks, many of which are 
active in the derivatives 
markets overseas. 

From April - when the 
new rules are scheduled to 
taifg effect - the whole of the 
financial sector will be able 
to enter into foreign 
exchange swap and options 
contracts with overseas 
counterparties, which should 
moke it both easier and 
cheaper for them to to con- 
struct derivatives products 
which either hedge against, 
or speculate on, currency 
risk. 

Financial deregulation 
could also help Japan's 
derivatives exchanges. Offi- 
cials at the Osaka Stock 
Exchange (OSE), which lists 
Nikkei stock index futures 
and options contracts, said 
in November that they were 
hopeful of obtaining permis- 
sion to list new single stock 
options contracts during 
1997, as well as futures and 
options contracts based on 
specific sectors of the stock 
market And the spirit of the 
reform is likely to 
strengthen the resolve of 
both the OSE and the Tokyo- 
based exchanges in their 
moves to increase efficiency 
and become more user- 
friendly, especially towards 
international investors. 

The OSE has already 
begun to reduce the amount 
of margin which clearing 


brokers must deposit with 
them on behalf of investors. 
The size of initial margins 
(deposited at the inception of 
a trade) at the OSE com- 
pared to those at the Singa- 
pore International Monetary 
Exchange (Stmex) were one 
of the main reasons why 
dealing in the Nikkei 225 
contract moved offshore in 
the early 1990s, for e x a mp le. 
Margins have subsequently 
fallen sharply from their 
highs of 30 per cent, but 
business earlier lost to Sing- 
apore has not returned. 
According to OSE figures, 
Osaka's market share of the 
Nikkei 225 contract has 
fiallen from 98.4 per cent in 
1991 to 65.1 per cent in 1996. 

The Tokyo International 
Financial Futures Exchange 
(Tide), meanwhile, has also 
to iren steps to reduce mar- 
gins which clearing brokers 
must post, last year reducing 
levels by 50 per cent for 
clearing brokers and by 70 
per cent for non-clearers. 
There are also some signs 
that the exchanges are 
beginning to respond to criti- 
cism in the markets about 
the alleged inadequacy of 
their systems. Tlffe is 
reported to be planning to 
change its computer systems 
early in 1998. Traders have 
claimed that the system 
used to match orders at the 
Tokyo exchange is slower 
than on other markets and 
that they are sometimes 
unable to fulfil orders 
quickly and effectively. 

Business in the exchange- 
traded equity market has 
been sluggish, reflecting 
these problems but also the 
fact that investors have had 


only a limited need to hedge 
positions in view of the slug- 
gish performance of the 
equity market, stfil languish- 
ing at no more than half Its 
1989 peak. Volumes of Nik- 
kei 225 contracts traded at 
the OSE fell last year, and 
volumes are still less than a 
quarter of those achieved in 
1991. 

Volumes of exchange- 
traded fixed income con- 
tracts traded at Tiffe have 
also been disappointing. 
Euroyen volumes fell by 
nearly one-third in the first 
nine months of 1996, com- 
pared with the same period 
of the previous year. Vol- 
umes of 10-year bond futures 
contracts have also dropped 
off. 

However, in the over-the- 
counter market there have 
been indications that inves- 
tors are becoming less risk- 
averse and increasingly pre- 
pared to buy products which 
include some derivatives fea- 
tures in order to increase 
returns. 

In tire past 18 months, Jap- 
anese investors have been 
very active buyers of struc- 
tured notes, which offer 
higher yields than those 
available from traditional 
hawk deposits, debentures or 
government bonds. 

The most popular struc- 
tures include dual currency 
notes - which pay a rela- 
tively high Interest rate in 
yen are redeemable in a 
foreign currency, usually the 
US, Australian or New Zea- 
land dollar - and reverse 
dual cur rency bonds - which 
pay interest in a foreign cur- 
rency and are redeemable in 
yen. 
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THE BOND MARKETS* by Richard Upper 


Samurais find favour 


Low yields in the 
JGB market have 
sent investors 
searching 
elsewhere 

Two very different trends 
have become increasingly 
evident in Japan’s bond mar- 
kets over the past 18 
months. 

On the one hand, histori- 
cally low short-term interest 
rates have set the scene for a 
sustained rally in the gov- 
ernment bond market. On 
the other, as yields on gov- 
ernment bonds have fallen. 
Inves t ors - both individual 
savers and institutions - 
have become enthusiastic 
buyers of higher-yi elding 
international bonds, paving 
the way for a surge in issu- 
ance both of emerging mar- 
ket samurai bonds and inno- 
vative dual-currency paper. 

Sluggish economic growth 
and a resulting fall in infla- 
tionary pressure have under- 
pinned buoyancy in the gov- 
ernment market. Despite 
rises in oil prices and a 
sharp depreciation in the 
value of the yen, retail prices 
actually fell by 0.2 per cent 
during the 1995 fiscal year 
and are expected to increase 
by only 08 per cent in the 
current year. 

Loose monetary policy has 
also pushed down yields. 
The Bank of Japan reduced 
the short-term interest rates 
to 0.5 per cent in September 
1996 and has also injected 
liquidity at the longer end of 
the yield curve through its 
moDthly Rinban. or bond 
purchase operations. These 
have recently fallen to 
Y200bn a month compared 
with between Y400bn and 
Y600bn a month last year. 

As a result yields are are 
some 3 percentage points 
lower than those of other 
OECD markets- During 1996, 
the yield on 10-year govern- 
ment bonds stayed well 
below 8 per cent; since the 
beginning of this year, yields 
have hovered between 2J3 
per cent and 28 per cent; 
and with short-term interest 
rates expected to stay at cur- 
rent levels for the foresee- 
able future, some analysts 
suggest that 10-year yields 
could drop to as low as 2 per 


cent by the end of the year. 

Japanese institutional 
investors - including life 
insurance companies and 
pension funds, as well as the 
stabilisation funds set up to 
manage the loans crisis - 
have been heavy buyers of 
government paper. 

A survey conducted by 
Nlkko Securities- last year 
showed that domestic Japa- 
nese institutions remained 
confident about further price 
rises. 

These factors have been 
reinforced by a series of 
technical and structural 
changes. As the government 
moves to rein in fiscal policy 
- a policy most recently evi- 
denced by the tax increases 


market is more efficient 
than existing stock borrow- 
ing mechanisms. Brokerage 
firms and commercial banks 
are beginning to use it both 
to finance their holdings of 
bonds and cover against 
short positions (which result 
from sales of bonds which 
they do not own). 

Life assurance companies 
have also begun to make 
their first tentative steps 
into the market According 
to officials at the finance 
ministry, repo outstandings 
had risen - by the end of 
October 1996 - to Y8,900bn 
i against cash collateral), 
compared to JGB outstand- 
ings of Y 150 .000 bn. 

Changes are also under 


distorts the yield curve. 

Low yields in the govern- 
ment market, however, have 
encouraged growing investor 
interest in the non-govern- 
ment sector, with both retail 
and institutional participa- 
tion growing in yen-denomi- 
nated bonds issued by for- 
eign borrowers. 

The liberalisation of rules 
restricting the issuance of 
yen-denominated bonds to 
investment-grade borrowers 
at the beginning of 1996 has 
helped stimulate growth in 
the samurai market. 

Capita] Data Bondware, 
the London-based informa- 
tion service, says issuance 
more than doubled in 1996 to 
Y3,798bn from Yl,656bn in 


MONETARY POLICY PUSHES DOWN YIELDS 



in December - bond issu- 
ance is likely to fall further, 
reducing supply in the mar- 
ket. According to ixmdon 
analysts, as of mid-February 
net issuance of government 
bonds was expected to fall 
sharply in the year to March 
1998, after dropping from 
Y7.400hn in the year to April 
1996 to Y5,600bn in the year 
to April 1997. 

The structural changes, 
which mirror developments 
in most other OECD bond 
markets, are designed to 
increase liquidity and make 
it easier for investors and 
traders, particularly interna- 
tional players, to bay and 
sell government paper. 

A sale and repurchase 
market was introduced in 
April 1996. Although techni- 
cally still a bond lending 
market rather than a strict 
“repo" market along US or 
European lines (transaction 
taxes would apply to a strict 
repo mechanism), the new 


way to improve the effi- 
ciency of settlement. A 
rolling settlement system 
was put into place last Sep- 
tember, and the government 
plans to move shortly to a 
system by which trades 
would be settled within 
three days. At the same 
time, a more comprehensive 
payment versus delivery set- 
tlement system - which will 
cover corporate and munici- 
pal bonds as well as govern- 
ment paper - is planned for 
December 1997. 

There are other moves to 
increase liquidity in the mar , 
ket For example, the minis- 
try of finance is negotiating 
with banks about proposals 
to issue five-year govern- 
ment bonds. At present, 
although the government 
issues two, four, six and sev- 
en-year paper, issuance Is 
heavily concentrated at the 
longer end of the curve. 
Firms complain that the 
absence of a five-year bond 


1995. Growth here and’ in the 
private placement market 
helped offset a decline in 
public euroyen issuance. 

With the yen-weakening 
against the dollar during 
much of last year, structured 
notes offering a return in a 
higher yielding foreign cur- 
rency were also attractive. 
Although dual-currency 
bonds have matured in a 
variety of currencies, some 
80 per cent of the total last 
year were in Australian dol- 
lars. Other deals offering 
investors a coupon in the 
higher yield currency and 
redemption in yen have also 
been popular. 

As well as retail buyers, 
smaller financial institutions 
such as regional and agricul- 
tural banks and mutual aid 
associations - whose free- 
dom to invest more widely 
has been increased by pen- 
sion fund reform - have also 
been active buyers both of 
samurai and euroyen. 



There are Sakura branches 
extending throughout the world 

Sakura Bank was formed through a merger of the Mitsui and Taiyo Kobe banks. Today, it is like a thriving 
sakura, or Japanese cheny tree, with deep roots in its native soil and branches reaching out in every direction 
to create a network of more than 100 offices in 30 countries. 

» In Europe and the Middle East, we serve a growing clientele in nine countries from the U.K. to Turkey. 

• In the Americas, we were the first Japanese bank to offer investment banking services. Our strong UJS. 
presence is buttressed by offices in Canada, Mexico, Brazil, Colombia and other markets. 

• And we are one of the world's best-positioned banks to support international investors in Asia, including 
China and Vietnam. 


SAKURA BANK 

Find us on the Internet at http^/www.sakura. co.jp/ 
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Confidence, authority 
increase with time 


In bis first news conference 
after being appointed gover- 
nor of the Bank of Japan in 
December 1994, Mr Tasno 
Matsushita said the Bod’s 
monetary policy would 
change some time soon. 

“It is not a phase that can 
expect a drastic change,” he 
gp id . 

The official discount rate 
was then at an historic low 
of 1.75 per cent. Four 
months later, Mr Matsush- 
ita cut the rate to 1 per 
cent, and in September low- 
ered it again to its present 
level of 05 per cent 

In the first six months of 
his five-year term, Mr Mat- 
sushita, now 71, Owed criti- 
cism for moving too slowly 
and being too passive on 
monetary policy. 

During that time he con- 
fronted a 20 per cent surge 
in the yen’s value against 
the dollar and a steady 
decline in consumer spend- 
ing and business confi- 
dence. He faced growing 


public alarm about the mas- 
sive bad debt of the coun- 
try’s banks, and demands 
by politicians to further 
lower the discount rate to 
help economic recovery. 

Now in the fourth year, 
Mr Mfl tfF uyhi** Is still assur- 
ing investors that rates are 
likely to remain unchanged 
for the foreseeable future. 
But he does so with more 
confidence and authority,, 
observers say. 

He is presiding at a time 
when the government has 
decided to boost the central 
bank's powers far the first 
time in the bank’s 55-year 
history. Under a draft plan 
which is expected to be 
approved by pnrfiawtgnt in 
the current session to June, 
the finance ministry will 
lose much of the influence 
it currently has ova- central 
bank policy and appoint- 
ments. 

Mr Matsushita was the 
vice-minister of finance, the 

country’s top bureaucrat, 


when he became the 27th 


governor. 

His appointment pro- 
voked renewed criticism 
among some financial cir- 
cles over the informal but 
established practice of 
drawing central bank gov- 
ernors alternately from the 
finance ministry awd from 
the BoJ. Critics in recent 
years have increasingly 
voiced concern that the 
finance ministry exerted 
too much influence through 
its hold on the central bank 
governorship. 

Mindful of such criti- 
cisms, Mr Matsushita’s first 
year In the position was 
characterised by his need to 
reflpf ro d ministry 

pressure and to maintain 
the central bank's indepen- 
dence. 

Under the revised charter, 
however, prospective cen- 
tral bank governors will 
have to be approved by par- 
liament as well as the cabi- 
net Currently, only cabinet 



Careful 


path to 
tread 


Yasuo Matsushita: appro v e s the ptanned reforms 


approval is required for 
choioes that are widely seen 
as originating in the 
finance wiin b, try. 

Mr Matsushita has voiced 
his approval of the planned 
reforms. “If this revision is 


made, it will give the cen- 
tral bank more responsibil- 
ity and also the power to 
reform itself for the coating 
century,” he says. 


Gwen Robinson 


As a seasoned poBtldan and 
leader of his own faction 
within the ruling Liberal 
Democratic party. Mir 
HirosM Mitsuzuka, 68, ia 
among the most Influential 
members of the Hfeshfcsoto 
administration. 

He held prominent posts 
in previous administrations, 
including minister of foreign 
affairs, transport, and 
international trade and 
industry. 

Following national 
elections last October, the 
prime minister. Mr Ryu taro 
Hashimoto, gave Mr 
Mitsuzuka the portfolio of 
finance minister on the 
strength of his extensive 
experience In administrative 
affairs as well as on the 
basis of bis political clout. 

The two orchestrated an . 
ambitious package of 
financial reforms, 
announced last December as 
Japan's “big bang” plan 
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which features sweeping 
deregulation of the securities 
and finance Industry. 

In the new climate of 
reform. Mr Mitsuzuka has 
departed from the old 1 
“nursemaid ap p r oach " taken 
by previous finance 
ministers towards troubled 
Wminrtjil institutions 
slumping stock markets. 

Under his direction, the 
government has refrained 
from so-called “price-keeping 


Reform 

plans 

taking 

shape 
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Tadashi Ogawa, vice-n«dster of finance 


Calm, steady operator 


operations,” traditionally 
used te inject pubUcfimds 
into the stock market, and 
has allowed tn 
unpracadanted number of - 
small and maditan-alxad .. 

banka to ftdL 

In February, however, Mr > 
Mttmnuka wax forced to • . 
calm fears that his hardhns 
poUcjr as troubled financial 
institutions would extend to 
Japan's top banks. In - 
response to rumours of & 
crisis at Nippon Credit Bank, 
Mr Ifitsusoka reassured 
investors thatno&atfthe 
top 20 banka would be 
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Continued from Page 1 


to achieve. That assumption 
is widely held to be a factor 
in the sudden collapse of 
share prices, led by banks 
and stockbrokers’ shares, at 
the start of the year. 

The market has since 
recovered slightly, but even 
so the top 20 banks’ share 
prices remain at their lowest 
for nearly five years. Falling 
share prices have worsened 
the banks' plight by eroding 
the value of the equities they 
include in capital 

They cannot easily raise 


Plans for deregulation have been talked about In the Diet 
(parfiament) for years; now action seems Beaty 


new capital, needed to pre- 
serve the capital adequacy 
ratios required by interna- 
tional regulations, without 
hitting the value of their 
shares further. Logically, the 
best option would be to 
break with the habit of 
decades and reduce their 


assets, as two of them have 
begun to do. 

That vital restructuring is 
in its early stages, but the 
signs are that the political, 
economic and financial pres- 
sure for reform of the Japa- 
nese financial system has 
become impassible to resist 


Mr Tadashi Ogawa, 57, was 
appointed vice-minister of 
finance, Japan's top 
bureaucratic post, in one of 
the ministry’s darkest 
periods. 

He was named to the 
position in late 1995 when 
his predecessor, Mr 
Kyosnke Shinozawa, 
abruptly resigned to take 
responsibility for the 
ministry's widely-criticised 
handling of the country’s 
financial crisis and the 
government’s decision to 
allocate at least Y685bn of 
public money towards 
liquidating bankrupt 
housing Iran companies. 

In his previous post as 
chief of the ministry’s 


narHrnp n) trre arintftric h- wrtmi 

agency, Mr Ogawa oversaw 
the planning of a new tax 
system. One of his key 
proposals, a controversial 
plan to raise sales tax from 
the current 3 per cant to 5 
per cent, is to be 
implemented next month. 

Mr Ogawa 's reputation as 
a calm, steady operator mui 
an ideas man was enhanced 
during his earlier stint as 
secretary to the disgraced 
former prime minister, Mr 
Nobonx Takeshtta. The two 
fanned a dose working 
relationship during Mr 
Takeshi ta’s time as finance 
minister in the late 1970s. 

Mr Takesbita’s term as 
prime minister ended with 


his resignation over 
c orrupti on allegations In 
1989. Comme n ta to rs say 
that during that period Mr 
Ogawa demonstrated great 
skill in navigating between 
political and bureaucratic 
forces - a quality that has 
served him well in pushing 
through unpopular reforms 
and trying to curb ■ 
government expenditure. 

He has displayed the 
same political sense since 
attaining the ministry’s top 
post and shown caution 
about commenting publicly 
on sensitive issues such as 
the banks’ bad-debt 
problems. 

However, in the recent 
political debate over 


administrative reform. MSr 
Ogawa has been 
unequivocal He has 
staunchly defended the 
finance ministry’s powerful 
role In govern me nt and 
repeatedly ex pr es se d 
opposition to politicians' 
proposals to break up the 
ministry’s functions and 
spin them off to 
Independent agendas. . . . 

”1 think the present 
system, in which the 
ministry manages both 
fiscal end monetary 
policies. Is an appropriate 
way to guide the Japanese 
economy,” he says. 


Gwen Robinson 


allowed to ML . 

. He is now treading a 
cartful path between 
preserving good wpridag 
relations with influential 
bureaucrats in bla own 

ministry wd. on the other 
hand, whittling down their '. 
powers under promised 
reforms. 

Politically, also, Mr 
Mltsmuka his charted hfs " 
way through various 
corruption a lle g ati o n s. The 
most mown controversy 
arose lest November from 
reports that Mr UHsmbka'a 
former taction received •; 

pnH fl ra l frftw? j|q 

nil dealer arrested on 
suspicion of tax avasion. Mr 
MUausuka'a group insisted 
the donations were legal but 
reports of the ofl dealer's 
dealings with bureaucrats 
and politicians* ara fluffing a 
widening scandal. 
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Inchcape gets 
Toyota boost 

Pre-tax profits at Inchcape, the international 
distribution group, surged 12 per cent to £i65m 
(5262m) last year, powered by a recovery in its 
core vehicle importing and distribution busi- 
ness. The company said better cars from Toyota 
helped improve sales. Page 20 

Comsat plans sell-offs 

Comsat, the US satellite services company. Is to 
sell its entertainment and earth-station hard- 
ware divisions in an attempt to return to earn- 
lugs growth. The company will also press for 
privatisation of the satellite consortium, Intel- 
sat Page 18 

Restructuring helps Israel Chemicals 

Israel Chemicals, the export -driven state-owned 
chemicals group, returned to profit last year fol- 
lowing a restructuring programme by Mr Shoul 
Eisenberg. chairman, who paid the government 
$230m fora 24 A per cent stake in 1995. Page 17 

Reed buys MOL Information Systems 

Reed Elsevier, the Anglo-Dutch information and 
media, group, agreed to spend $320m of its US 
m«fli reserves on MDL Information Systems, 
which specialises in the management of 
research and development information. Page 16 

Coseo to raise HK$12bn for purchases 

Cosco Pacific, the world's fifth-largest container 
leasing company, is to raise HE$Z2bn 
(USS155m) through a share placement to help 
fond its purchase of ports in China and through- 
out the Asia-Pacific region. Page 19 

Leo Bumett chiefs quit In costs row 

Two top executives at Leo Burnett, the Chicago- 
based advertising agency, have left the company 
following an employee revolt against a cost-cut- 
ting drive. Leo Burnett ranks among the world's 
biggest advertising agencies. Page 18 

Rocha disappoints despite advance 

Roche, the Swiss drugs company, has continued 
more than a decade of uninterrupted profit 
growth by Increasing its net income by 16 per 
cent to SFr3.9bn (52.69bn) in 1996 and raising its 
dividend by 17 per cent to SFT75 per share. The 
results were regarded as mildly disappointing. 
Page 16 
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Company complains of ‘misinformation’ about gold mine estimates 


Bre-X hits out at Busang critics 


**"* T wwno price* at I&SOl 


By Clay Karris in London, 
Manuela Saragosa in Jakarta 
and Scott Morrison 
In Vancouver 

Bre-X Minerals said yesterday 
it had "absolute confidence in 
the integrity and accuracy” of 
the assay results from what it 
claims to be the world's largest 
gold deposit in Indonesia. 

The Canadian exploration 
company reacted strongly to 
doubts raised last week by a 
Jakarta newspaper about the 
size of the deposit at Busang, 
in the province of East Kali- 
mantan on the island of Bor- 
neo. 

Bre-X shares, which plunged 
on Friday to a 52-week-low, 
recovered slightly in Toronto. 

Indonesian police said, 
meanwhile, they had found the 
body of Mr Michael de Guz- 
man, Bre-X's chief geologist, 
on marshy land under the 
flight path of a helicopter from 
which he was reported to have 
jumped last Wednesday. 

Mr I.B. Sudjana, the coun- 
try’s mines and e n ergy minis- 


^ When the first ounce 
of gold is poured at 
Busang , I'm sure the 
naysayers will complain 
about the colour j 

Bre-X president David Walsh 


ter, said Indonesia would take 
“firm action” if reports sug- 
gesting Busang was smaller 
than Bre-X’s estimates turned 
out to be true. 

Mr David Walsh, Bre-X presi- 
dent, complained of the "con- 
tinuing proliferation of folse- 
hoods and mi<ririf nr matinn by 

unnamed sources” and threat- 
ened legal action against 
“certain parties and publica- 
tions". 

Re said: “When the first 
ounce of gold is poured at Bus- 
ang, I'm sure the naysayers 
will complain about the col- 
our.” 
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Gold, the US company which 
plans to develop Busang, is 
conducting tests at the site. 
Freeport and Bre-X have both 
said they would not comment 
until the tests were complete. 

Under an agreement reached 


last month, Bre-X would own 
45 par cent of Busang, Freeport 
15 per cent, the Indonesian 
government 10 per cent and 
two Indonesian companies a 
total of SO per cent 
Mr Walsh said Mr John Feld- 


er h of, Bre-X senior vice- 
president for exploration who 
shares credit for the discovery 
with Mr de Guzman, had 
returned to Indonesia to 
“secure the expeditious devel 
opment" of Busang. 

Mr Felderhof has openly 
speculated that the deposit 
could contain as much as 200m 
ounces of gold, almost three 
times the official 71m ounce 
figure now at issue. 

He said in Jakarta: M I 
have got enough to deal with 
after the death of my 
friend and that’s my first con- 
cern.” 

Mr Anwari Arnowo, presi- 
dent of Indonesian operations 
for Vancouver-based Borneo 
Gold Corporation, another 
Canadian mining company, 
said of Mr de Guzman: “1 knew 
him very well and I knew 
he was terribly sick from 
hepatitis B. 

“His death h»ri nnthmg to do 
with the company. It was a 
suicide by a very hard-working 
man who could not take the 
pain any longer." 



Kirch seeking $500m 
of German bank loans 

Munich-based media group denies cash crisis 


Leo Kirch, head of the German media group which is facing 
increasing losses from its digital pay-TV venture DF-1 ptm* b>a 


By Frederick StOdemann 
In Berlin 

KirchGroup, the German 
media company, yesterday 
confirmed that it was negotia- 
ting with hanks over a large- 
scale loan, believed to be in 
the region of DMlbn ($50Qm). 

However, it denied reports 
that tbe financing was 
intended to stem a cash crisis 
caused by increasing losses 
from Its digital pay-TV venture 
DF-1 and other subsidiaries 
such as the free TV networks 
SAT-1 and Deutsches Sport 
Femsehen. 

Kirch, based in Munich, said 
it bad been in talks for same 
time with the Bayerische Lan- 
des anstalt for Aufbanfinanzl- 
erung (LfA), a bank owned by 
the state of Bavaria, which 
provides financing to small 
and medium-sized businesses. 

Kirch is talking to other 
commercial banks, believed to 
include Bayerische Vereins- 
bank. 

Mr Otto Wlesheu, the Bavar- 
ian economics minister and 
bead of the LfA supervisory 


board, said yesterday that a 
decision cm whether to grant 
the loan, which would be at 
market rates and conditions, 
had not been reached. 

The LfA is believed to be 
considering su p plyin g rou g hl y 
half of the loan, with the rest 
being mario up by commercial 

hanks 

The fliianmai health of Kirch 
has become the subject of 
increasing specnlatfon. 

DF-1 has fallen for short of 
its original subscriber fore- 
casts. leaving Kirch with con- 
siderable financial commit- 
ments from the start-up and 
running costs, and guarantees 
made to Hollywood film stu- 
dios with which the German 
company signed blllion-dcdlar 
deals last year. 

Analysts estimate tbe 
start-up costs of DF-1 at $1.5bn. 

In early March Kirch experi- 
enced a further setback when 
British Sky Broadcasting said 
it would not be taking up an 
option to, acquire a 49 per cent 
stake in DF-1. 

At the same time Kirch has 
yet to reach a necessary com- 


promise with Premiere, an 
analogue pay-TV channel in 
which both it and rival com- 
pany CLT-Ufa have stakes. 

There has also been no prog- 
ress on a distribution deal 
with Deutsche Telekom, the 
partially-privatised telecoms 
company owning most of Ger- 
many’s cable network, which 
Kirch needs to put DF-1 into 
tbe majority of households. 

The negotiations between 
Kirch and tbe LfA were critic- 
ised yesterday by Bavaria's 
Green party, which said that 
LfA funds ware not intended 
for “adventurers and specula- 
tors". It called on the state 
government to block the loan. 

Kirch would not give details 
of the negotiations or the sums 
involved. The purpose of the 
loan was to provide “financing 
for KirchGroup’s business 
activities”, it said. “It is per- 
fectly normal far companies to 
finance their investments 
through a mixture of loans and 
their own money." 

Observer, Page 13 
Lex, Page 14 


Buoyant 
markets 
give boost 
to Lehman 
profits 

By Richard Waters 
in New York 


Wall Street's long streak of 
rising quarterly earnings has 
continued into 1997, according 
to yesterday's results from 
Lehman Brothers, the US 
investment bank. 

However, the spectre of a US 
interest rate increase, possibly 
as early as today, has left a 
more sombre outlook for tbe 
rest of this year. 

Lehman reported a 88 per 
cent jump in after-tax profits 
for its first quarter. Coming 
on the heels of strong earn- 
ings last week from Goldman 
Sachs, the news offered fur- 
ther proof of how the buoyant 
bond and stock markets in the 
US have fuelled Wall Street's 
rise. 

But widening expectations 
of an early interest rate rise 
have prompted stock market 
concern about the prospects 
for investment banks, in par- 
ticular those which, like Leh- 
man, are heavily dependent on 
earnings from the bond mar- 
kets. 

With the Federal Reserve’s 
open markets committee due 
to meet today, many Wall 
Street economists expect to 
see US rates raised for the 
first time in more than three 
years. 

Lehman's shares had rallied 
$% to $31% by lunchtime In 
New York, still 15 per cent 
below last month's peak. 

Net income was 8144m for 
the three months to the end of 
February as net revenues rose 
13 per cent to $925m. Earnings 
per share were $1.18, well 
ahead of the 79 cents of a year 
ago and above analysts' expec- 
tations of about 91 cents. 

Lehman's earnings continue 
to compare mafovonrably with 
most of its biggest rivals. It 
reported a return an equity - 
a key measure of performance 
- of 16.1 pa- cent, compared 
with 13.9 per cent for all of 
1996. Most other Wall Street 
houses have achieved returns 
of over 20 per cent 

The bank’s revenues 
included a 14 per cent increase 
in the contribution from 
investment banking to $240m. 
Mr Bichard Fold, chief execu- 
tive, said the figures reflected 
“the b a l anced strength ... in 
the firm’s fixed income, equity 
and investment banking activ- 
ities over tbe past six 
months”. 


Indian privatisation helped 
as VSNL raises $448m 


By Tony Tassel! hi London 

Videsh San char Nigam. India’s 
sole provider of international 
telecommunications, has 
raised an initial $448m in the 
country's largest international 
equity issue. 

VSNL said “exceptional 
demand” saw the global depos- 
itory receipt issue (GDR), the 
third largest international 
equity offering by an Asian 
issuer outside Japan, heavily 
oversubscribed. 

Tbe strong demand should 
boost the domestic share mar- 
ket and the government’s pro- 
gramme of partial privatisa- 
tion of state-controlled 
companies such as VSNL. 

The government is planning 
_ succession of similar issues 
over the next 12 months to 
raise Rs45bn ($i.25bn) in Its 
attempt to reduce the coun- 


try’s fiscal deficit from 5 per 
cent to L5 per cent of gross 
domestic product 

Brokers said that even if 
only a part of the unfulfilled 
VSNL demand, spilled over 
into the domestic market, 
Indian equities werehkely to 
rise strongly over the next few 
months. Gross commitments 
to the issue totalled $5bn. 

VSNL will also have the 
right to exercise a greenshoe 
option to raise a further $8Qm, 
bringing the total issue size to 
$528m, far in excess of the pre- 
vious largest GDR offering 
from the subcontinent - State 
Bank of India's S370m fund- 
raising last year. 

Demand for the issue was 
hi p hii ghtpd by a sharp rise in 
the GDR aflfir the start of trad- 
ing in London yesterday. The 
offering was priced at $13.93 
per GDR. equivalent to Rsl.OQG 


per underlying domestic ordi- 
nary share, and was four times 
subscribed. Each GDR repre- 
sents half an underlying 
domestic share. 

Bankers said the pricing rep- 
resented a 1.5 per cent pre- 
mium to VSNL's dose in Bom- 
bay on Friday of Rs985.25 and 
a 6 per cant premium to the 
average stock price over the 
last three months of Rs943.l7. 

The GDRs traded in London 
yesterday at $1850, an 18 per 
cant premium to the offering 
price. 

Bankers said a higher price 
could have been sought for the 
GDR, but the government 
“wanted to send a signal that 
they are listening to the mar- 
ket". 

The issue’s joint global co-or- 
dinators were Drasdner K2ein- 
wort Benson, Jardine Fleming 
and Salomon Brothers. 


Suez-Lyonnaise deal closer 


By Andrew Jack in Paris 

Shares in Suez and Lyonnaise 
des Eaux fluctuated yesterday 
on signs that the two French 
groups were close to deciding 
on a merger. 

Executives are believed to 
be finalising proposals which 
could be presented to the 
boards of Suez and Lyonnaise 
in early April, before publica- 
tion of the groups' results. 

If the deal goes ahead, it 
would create a stogie quoted 
company primarily providing 
water and other utilities ser- 
vices to governments around 
the world. 

The positive reaction of the 
financial markets is in con- 
trast to tbe drop in Lyon- 
naise’s share price when a 


merger with Suez was dis- 
cussed two years ago. Lyon- 
naise shares yesterday closed 
op FFr13 at FFr574, while 
Suez ended the day down 
FFr3.l at FFr277.3, after sharp 
rises in the morning. 

Mr Gdrard Mestraflet, who 
took over as chairman of Suez 
in a 1995 boardroom coup, has 
reshaped the holding com- 
pany, concentrating on utili- 
ties, to become the largest 
shareholder in Tractebel of 
Belglupi- 

He bas refocused Suez’s 
strategy, sold businesses 
including Gartmore, Banque 
fndosng and the portfolio of 
property loans, transforming 
its heavy debts into a cash pDe 
for investments. 

He has been supported by 


Mr Jfirfime Monod, 67, tbe 
chairman of Lyonnaise, in 
which Suez holds more 
18 per cent of the shares. 

Following a merger, Mr 
Mestrallet would be in a good 
position to take over from Mr 
Monod, who intends to remain 
in place at least until next 
year. 

Lyonnaise's debts have 
fallen sharply to about 
FFr20tra ($3 Jlbn) in the past 
few months, and it is poised to 
reveal profits above expecta- 
tions at more than FFrLSbn 
next week. 

Those close to the negotia- 
tions said yesterday the deal 
was far from certain, with dis- 
agreements over merger price 
and concern over the reaction 
of rival Investors. 
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Reed Elsevier in $320m US acquisition 


By Raymond Snoddy hn London 

Reed Elsevier, the Anglo-Dutch 
information and media group, yes- 
terday agreed to spend $320m of its 
US cash reserves on MDL Informa- 
tion Systems, which specialises In 
the management of research and 
development information. 

MDL went public in 1993 when 
the administrators to the late Rob- 
ert Maxwell's business empire 
found the little “gem" Inside the 
Ma cmillan publishing group. 


The deal is a shift for Reed Elsev- 
ier. which already publishes L2Q0 
scientific journals in paper and 
electronic form, from strictly con- 
tent to a mare comprehensive ser- 
vice provider. 

The group is paying $32 a share 
for MDL - close to its $33 high last 
October. 

The purchase price, in a tender 
offer organised by Lehman 
Brothers, represents 30 times earn- 
ings and five times revenues. Last 
year revenue totalled $61.5m, an 


increase of 19 per cent, and operat- 
ing income was up 74 per cent at 
$lO.Sm. 

Unlike text databases. MDL's 
software gives graphical represen- 
tation of molecular structures, and 
allows the user to develop models 
for possible drug compounds with 
a search of different molecules. 

The atm is to speed up drugs 
design and research by creating 
hundreds, or even thousands, of 
different drug molecules. Almost 
all the world's leading pharmaceu- 


tical are among MDL's 

800 customers. 

Mr Nigel Stapleton, co-chairman 
of Reed Elsevier, said yesterday he 
saw the acquisition as a "bridge" 
that would help to get Reed's scien- 
tific content on to the desks of 
research scientists. There had been 
Intense bidding for the proprietary 
software, he said. At the mo me n t 
MDL mainly targets chemists In 
the pharmaceutical Industry, but 
plans to launch a new product 
aimed at biologists later this year. 


To fund the purchase. Real Is 
using cash balances currently 
invested in short-term accounts 
and earning an Interest rate of 
around 5.4 per cent. 

The acquisition of MDL, which is 
based In San Leandro, California, 
is subject to antitrust clearances. 

In the second half of this year 
Reed Elsevier plans to launch 
ScienceDtrect, an online database 
wiTHwiiy containing 350 of its life 
sciences journals, and later all 
L200 scientific Journals. 


Roche disappoints despite 
16% advance to SFr3.9bn 


By William Hall in Zuich 

Roche, the Swiss drugs 
company, continued more 
than a decade of uninter- 
rupted profits growth when 
it reported a 16 per cent 
increase in net income 
to SFr3.9bn t$2.69bn) for 
1996. 

The results, which were 
announced after the Swiss 
stock market closed, were 
regarded as mildly disap- 
pointing. The group 
increased net Income by 16 
per cent in the first half of 
1996, and analysts had fore- 
cast a 17.6 per cent rise in 
the second-half, on the basis 
of the recent sharp decline 
in the Swiss franc. 

Roche certificates, the 
most widely traded shares, 
have risen 18 per cent since 
the start of the year, helped 
by rumours that the group 


might use part of its SFrlSbn 
cash pile to make an acquisi- 
tion or buy back shares. 

The certificates closed 
SFT85 lower, at SFrl2.250, 
ahead of yesterday's 
announcement 

Despite the disappointing 
results, analysts welcomed 
the announcement that Mr 
Jonathan Knowles, 49, the 
British-born head of 
research at Glaxo Wellcome 
Europe, will take over as 
Roche pharmaceutical 
research chief. He will 
replace Professor Jdrgen 
Drews, 63. who has overseen 
the recovery in Roche's 
research effort for the last 
decade. 

Most analysts believe the 
-company is poised to enjoy 
the benefits of one of the 
strangest new -product pipe- 
lines in the industry. 

Mr Knowles's appointment 


win be seen as a further sign 
of the growing Influen ce Of 
Mr Franz Humer, Roche 
chief operating officer and 
pharmaceutical chief, who 
joined Roche just over two 
years ago from Glaxo, the 
UK drugs company. 

In addition to heading 
research for Glaxo Wellcome 
Europe, Mr Knowles has 
been director of the Glaxo 
Institute for Molecular Biol- 
ogy in Geneva since 1989 and 
has been heavily involved in 
developing Glaxo's strategy 
in the field of genetics. 
He will join the Roche execu- 
tive committee in January 
1998. 

Roche has traditionally 
released news of its perfor- 
mance over a period of sev- 
eral months. It announced 
its sales figures in January 
and will release further 
details at its annual press 


conference in mid-April. 

Yesterday's profits 
announcement noted that 
"capacity utilisation at exist- 
ing production facilities con- 
tinued to rise and, coupled 
with steady gains in effi- 
ciency. contributed to 
yet another improvement In 
the group's operating 
results". 

Analysts are concerned 
that the company has 
become increasingly depen- 
dent on earnings from its 
financial activities, which 
were equal to 40 per cent of 
operating profits in the first 
half. 

Roche will disclose more 
details next month but said 
yesterday that its net 
income was boosted by a 
"very strong non-operating 
result”. 

The dividend is lifted 17 
per cent to SFi75 per share. 
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Franz Hmner. seen as having growing influence at Roche 


TV start-up costs widen CME losses to $30m 


By Kevin Done, 

East Europe Correspondent 

Central European Media 
Enterprises, the US pioneer 
of private commercial televi- 
sion in central and eastern 
Europe, increased its turn- 
over by 37 per cent last year 
to $L35-99m. helped by the 
expansion of its broadcast- 
ing operations in Romania. 
Slovenia and Slovakia. 

The group’s net loss wid- 
ened to $30m from $18. 7m in 
1995 under the burden of 


start-up costs in Slovakia, 
development expenditure for 
new operations in Poland, 
Ukraine and Hungary, and 
continuing heavy losses on 
its regional television 
operations in Germany. 

Operating profits at Nova 
TV, CME’s Czech television 
station and the group's 
highly lucrative first opera- 
tion in eastern Europe 
launched in early 1994, 
increased to $45. 4m from 
*42£m in 1995. 

Despite the resistance of 


the Czech broadcasting 
authorities CME is raising 
its stake in Nova TV by 5-2 
percentage points to a 91.2 
per cent voting interest and 
a 93.2 per cent economic 
interest with the acquisition 
of part of the holding of Mr 
Vla dimir Zelezny, general 
director of the Czech station. 

Mr Leonard Fertig. CME 
chief executive, said that 
PRO TV. the group's majori- 
ty-owned Romanian opera- 
tion, bad achieved an operat- 
ing profit of $507,000 in the 


AUtfeiMttcuritiahamgbamaald, tfUmtaonH mumm appm ln a* a matter of Ttcordmlj- 


fourth quarter of 1996, only 
one year after launch in 
December 1995. 

And POP TV, the group’s 
television station in Slo- 
venia, came close to break- 
even in the final quarter, 
also after only 12 months of 
operations. 

As a result of the rapid 
improvement in the perfor- 
mance of the new operations 
the group’s net loss was cut 
to $2.9m in the final quarter 
of 1996 from $6.8m in the 
same period a year earlier. 


Man* 1997 


Mr Fertig said that the 
group had expanded from a 
development company into 
the leading broadcaster in 
central and eastern Europe 
within two-and-a-half years 
of its initial launch in the 
Czech Republic. 

Its coverage had increased 
to 93.8m people in the region 
by the end of last year from 
27m in 1995. 

Through other activities 
under development and the 
expansion of existing 
operations the group had the 


potential to increase its 
total broadcast coverage to 
more than 140m viewers, he 
said. 

CME now operates the top- 
ranked stations in four coun- 
tries, the Czech Republic, 
Romania, Slovenia and Slo- 
vakia. 

ft is planning to launch its 
national network in Poland 
in October and next month 
will take part in the tender 
offer for one of two national 
broadcasting licences in 
Hungary. 


EUROPEAN NEWS DIGEST 

Hochtief in deal 
on Holzmann stake 

Hochtief, the German construction group, yesterday 
looked set to increase its management influence over its 
Frankfort-based rival, Philipp Holzmann. after It 
announced it was pooling Its interests with Holzmann s 
other majority shareholder, Deutsche Bank. Hochtief, 
which holds a 24L9 per cent stake in Holzmann, said it 
would give details of its deal with Deutsc he Bank at a 
news conference today. It added that the agreement^ 
would give the two partners “just under 50 per cent of 
Holzmann, a move which would require approval fitnn 
European competition authorities. 

Hochtief, which has been locked in a takeover battle 
with Holzmann for the past two years, has so far been 
thwarted by the German cartel office, which argues a 
merger would create a dominant force on the German 
market. Hochtief ftiatwia a merger would better position 
the two groups against fierce iT^torp^tirwai competition. 
Hochtief separately said that because of the pooling 
arrangement, it was cancelling an option to buy a 10 per 
cent stake in Holzmann. currently "parked" with 
Commerzbank. Sarah Atthous, Frankfurt 

Swiss telecoms group optimistic 

Switzerland’s state-owned telecommunications company 
expects to Increase its pre-tax profits by 7 per cent to 
SFTLSbn ($L03bn) in 1997 despite a marginal fall in sales 
to SFrlOJSbn. The group, which is changing its name to 
Swisscom ahead of next year's stock market flotation, 
says that reductions in charges of SFrSGOm over the past 
two years are the main reason for its sluggish sales 
growth. In the current year revenues will be reduced by 
another SFr200m as a result of price cuts. 

The group is facing increasing international 
competition in its core market for telephony, which 
accounts for half of sales, and turnover fell 3 per cent last 
year. However, its mobile phone business increased 
turnover by 47 per cent in 1996. After restructuring 
charges of SFt€8lm, Swisscom reported a net profit of 
SFr746tn in 1996, which was 50 per cent below the 
previous year, when there were SFrl09m cf restructuring 
charges. Some 85 per cent of the group’s SFrl4.6bn assets 
Is financed by debt which will need to be r estructured 
before flotation- WSUam Ball Zurich 

Vontobel venture capital move 

Vontobel, a Swiss private bank, is raising SFrMJOm 
($275m) to invest in venture capital, primarily in Europe’s 
Alpine region. The new company. Private Equity Holding, 
is designed to appeal to Switzerland’s traditionally 
conservative investment community by spreading its 
investments across 10 specialised venture capital 
concerns. Tt is the biggest venture capital fond to be 
established ^ Switzerland, although the bulk of its 
investments will be made In businesses based outside 
Switzerland. The company intends to seek a stock market ! 
listing after two years. William Hall 

RNGS to seek NY listing 

Rosneftegazstroy, Russia’s largest cdl and gas pi peline | 
construction company, is seek a New York listing later 
this year. The company, also known as RNGS, floated [ 
about 3 per cent of its shares on the Berlin stock 
pwhapp a last month. Mr Ivan Mazur, chairman said the ■ 
company was now working to improve its financial 
reporting systems in preparation for a level one American 
Depositary Receipt listing. Robert Corzme, London 
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E vents in Germany 
have given a new 
meaning to the term 
“hostile takeover”. Since it 
emerged last week that 
Krupp Hoesch was planning 
a bid for Thyssen against the 
wishes of the latter’s man- 
agement - although the two 
sides yesterday announced a 
friendly deal - it is the 
banks which have been pillo- 
ried rather than the bidder. 

Emotions have reached 
such a pitch that steelwork- 
ers. possibly up to 30,000, are 
still p lanning to march into 
Frankfurt's central hanking 
district today to demonstrate 
against the two biggest Ger- 
man banks, Deutsche Bank 
and Dresdner Bank. They 
will come in buses, trucks, 
cars and motor cycles from 
the Ruhr district where the 
two steel and engineering 
companies are based. 

Their main concern - 
whatever the shape and 
scope of the final deal - will 
be to keep their jobs at a 
time of high unemployment 
Krupp’s manoeuvre has 
raised fears of more job 
losses in German heavy 
industry. It has also under- 
lined the suspicion with 
which large sections of Ger- 
many's consensus-minded 
society, including politicians 
on both rides of the political 
divide, regard the scale of 
economic restructuring - 
with a shift from manufac- 
turing to service- and infor- 
mation-based industries - 
now generally accepted in 
many other countries. 

Miners have already dem- 
onstrated successfully in 
Bonn, persuading Chancellor 
I Helmut Kohl to slow the 
run-down in coal mining by 
continuing heavy subsidies. 
Now the workers In the steel 
industry, no longer subsi- 
dised and facing strong com- 
petitive pressures for 
change, are taking their turn 
in the financial capital. 

Ever since Thyssen 
accused Krupp of "wild 
west" tactics, feelings have 
run high. Some of the lan- 
guage used by employees, 
trade unionists, a few politi- 
cians and even right-wing 
press commentators has 
been reminiscent of attacks 
on 19th century laisser-feire 
capitalism. 

There could be more such 
talk today, though the tone 
may well be less aggressive 
since Krupp dropped its bid 





Glass meets steel: Deutsche Bank’s Frankfurt headquarters, 
expected to be the scene of worker protests today 


late yesterday afternoon. 
The demonstrators will be 
addressed from a podium in 
front of Deutsche's twin- 
towered headquarters by Mr 
Klaus Zwickei, head of the 
IG Metal! engineering wniitn, 
and Mr Georg Bongen, bead 
of the Thyssen works 
council. 

The banks, which have 
been advising Krupp, along 
with Goldman Sachs, the US 
investment house, hope the 
demonstration will be peace- 
ful But they have been rat- 
tled. Deutsche Bank’s board 
met specially yesterday 
morning to discuss tbe 
situation. 

It took the unusual step erf 
issuing a statement to 
defend its role as an adviser 
to Krupp. asking simply: 
“What has Deutsche Bank 
done?" It said its investment 
banking unit, Deutsche Mor- 
gan Grenfell, bad advised 
Krupp, at the company's 
request, on the bid and tts 
passible financing 

In the face of strong criti- 
cism of the bank's role in 
financing what could have 
been a hostile takeover, it 
felt obliged to state tbat 
such mandates were com- 
mon in and outside Ger- 


many. Deutsche Bank was 
not following any industrial 
policy of its own. "Talk by 
some politicians and trade- 
unionists of conspiracy theo- 
ries, ‘wild west’ behaviour 
and banks’ claims to power 
bear no relation to the 
truth,’' tt asserted. 

Since hostfle takeovers are 
rare In Germany, it - might 
seem inevitable that banks 
become caught up in the 
emotional maelstrom. 

But two other factors 
come into play: the country’s 
universal hanking structure, | 
in which big banks act as 
lender, deposit-taker, share- 
holder, stockbroker and mer- 
chant banker;- and banks’ 
general unpopularity ' in 
Germany. 

Tbe two are undoubtedly 
linked, although there is no 
evidence tbat Germans as a 
whole share the steelwork- 
ers’ feelings. - 

If the banks emerge from 
today’s agitation unscathed, 
the hostile bid could still 
become an accepted instru- 
ment of industrial Change; as 
in the UK-ar the US. But 
after the pari: week’s evrixts, 
that remains to be seen. 

Andrew Fisher 


Krupp deal 
‘may not cut 
capacity* 

By Stefan Wagstyi, 

Industrial Editor 

The . planned merger of 
^Krupp-Hoesch and Thyssen’s 
steel businesses may not 
.produce any significant 
capacity cuts in European 
steeJmakins according to a 
leading consultants' report. 

Beddaws, a London-based 
consultancy specialising in 
steel, says in a report the 
merger will leave rival steel 
companies facing a much 
. stronger .German competi- 
tor. But . other steelmakers 
will only benefit if they 
cany out further restructur- 
ing of their own. 

Beddows says a merger 
would bring Krupp-Hoesch 
and Thyssen savings, but 
mostly in overheads and 
support functions and In 
better usage of plant - not 
in reductions in steel out- 
put. “As far as capacity 
ratio na lisa t i on is concerned, 
there seems little reason for 
the rest of the steel industry 
to be optimistic.'’ 

It says the two companies 
. would want to keep most of 
their combined capacity to 
retain market share, and 
avoid social and political 
fall-out that would ensue 
from; catting jobs in Ger- 
many. Together Krupp- 
Hoesch and Thyssen would 
lead-in steel strip produc- 
tion, used in the motor and 
appliance industries, with 
.an 18 per cent Share of the 
BU market, compared -with 
18 per rent for France’s Uri- 
nor Sacilor and British 
Steel’s 9 per cart 


S.GLW. Finance pfe 

£250000000 
Guaranteed Floating 
Rate Notes 1998 


giurt tmtfdby 

S -G. Warburg Group p{<- . 

Kmsc a,, 

Ebrihe dBeemaatfi period, 34Hi 
Mardi. 1997 10 34tfa Juki, [WTtj, 


on 24d, t997 „ £r6Jr 

. in aspect nf eaefaXl.OOOpraiciMi 
" ■BWMiWihB Noto.' 

The First National' 
Bank of Chicago . 


i 


7\ 














"Ills 


’• ’ :»*rs 






^ \\ >f. r 4 


, ’fv 


I K v ! 


1 K s 


•ni;i) Ml 
v-iipjdn' 


: - *■?* „ 






FINANCIAL TIMES TUESDAY MARCH 25 1997 


COMPANIES AND FINANCE: EUROPE 


Fashion house founders cash in on kudos 


EUROPEAN NEWS DIGEST 


Designer labels come off the catwalks and on to market, but ‘glamour stocks’ have proved fickle 


A mong the mfelfee of 
models and photo 
grabbers who raced 
backstage after Gucci’s fash- 
ion show in Milan this 
month were a couple of 
investment analysts looking 
somewhat incongruous in 
SavfleRow suits. 

They were there to assess 
whether the clothes which 
will be sold In Gucci's stores 
next autumn are enticing 
enough for the company to 
sustain its recent growth. 

Those analysts could soon 
have more shows to attend, 
because other fashion 
houses - Gianni Versace, 
■jlaSph Lauren and Valentino 
- may also go public. 

These designers are con- 
sidering flotation just as 
sales of global luxury goods 
are seating. 

However, the market in 
such goods is notoriously 
volatile. 

For every success story 
such as Gucd. which has 
seen its shares treble since 
flotation 18 months ago, 
there is a tale like that of 
Donna Karan, the US fash- 
ion designer whose shares 
are worth half last July’s 
Issue price. 

Neither Versace, Lauren 
jnrVQtentino have finalised 
their flotation plans, but at 
least one may float before 
the ottd uf spring. 

" The latest fashion flota- 
tion; "that of Adolfo 
DomtOguez, the Spanish. 
.dBfifener, set ah encouraging 
precedent test week by being 
50 times over subscribed, a 




Valentino: ‘Sheikh of Chic’ is to follow the fashion for flotation and make his the basis of an investment 


record for the Madrid stock 
exchange. Dominguez’s com- 
pany is considerably smaller, 
and his public profile far 
lower, than those of Versace, 
Lauren and Valentino. 

Gianni Versace is best 
known for designing 
unashamedly sexy clothes 
for Elton John and Sting, 
and the safety-pinned dress 
which turned Riizah*»th Hur- 
ley hum a little-known act- 
ress into a paparazzi star. 

Founded in Milan in 1376, 
the Versace group is owned 


by the designer's family and 
run by his brother, Santo, as 
president. 

Tbe business expanded in 
the 1990s by opening new 
stores and developing 
cheaper ranges, such as Ver- 
sace jeans and Versus 
sportswear. . 

The wholesale turnover of 
Versace-branded products 
rose from U^15hn in 1995 to 
an estimated Ll,705bn ($lbn) 
in 1996. Net revenue 
increased from L684bn to 
L845bn over the same period. 


and pre-tax profits from 
L154bn to L175bn- 


R alph Lauren is a 
more conservative 
figure. He began his 
business in New York In the 
late 1960s and soon earned a 
reputation far creating con- 
temporary versions of classic 
“preppy" styles. 

Lauren's biggest commer- 
cial coup is the button- 
collared shirt in his less 
expensive Polo menswear 
line, which is a favourite of 


week-ending Investment 
bankers. 

The Lauren group is more 
reticent about its flotation 
plans than Versace. How- 
ever, it is understood to have 
Instructed Goldman Sachs, 
the US investment bank 
which is also a minority 
shareholder, to advise on 
prospects for a share Issue. 

Valentino has also 
appointed Goldman Sachs. 
Mr Gian carlo Giammetti, 
who co-owns the company 
with Valentino, confirmed it 


was “investigating different 
options”, including flotation 
or an association with a 
larger group. 

Dubbed the “Sheikh of 
Chic” by Women’s Wear 
Daily, the US trade maga- 
zine. Valentino is renowned 
for tbe clothes worn by 
movie stars such as Eliza- 
beth Taylor and Sharon 
Stone, ms company's turn- 
over rose from Ll,290bn in 
1995 to Ll,380bn last year. 
Ll,485bn is forecast for 1997. 

All three designers - the 
youngest of whom, Versace, 
is now 50 - are clearly eager 
to casb In their substantia] 
equity stakes. 

Going public would also 
enable them to raise capital 
at a time when other luxury 
brands, notably Gucci and 
Prada, are expanding aggres- 
sively, particularly in Asia 
and Latin America. 

“Glamour stocks” such as 
fashion houses have proved 
extremely popular, as illus- 
trated by the success of the 
Gucd and Dominguez issues. 
Yet investors are aware of 
the erratic nature of the lux- 
ury goods market, which is 
sensitive to both the eco- 
nomic cycle and fashion 
trends. 

Hence Donna Karan's 
shares have fallen because of 
concern about cost control. 

“If companies do well in 
this sector, the rewards are 
fantastic.” one analyst says. 
“But if there's a hint of trou- 
ble, no one wants to know.” 


Doughty to take 
60% of Impress 


Doughty Hanson, which claims to be Europe's largest 
private equity fond manager, has emerged as the main 
shareholder in a joint venture between Pechiney of 
France and Germany's Schmalback-Lubeca. The new 
company. Impress Metal Packaging, brings together some 
of tbe companies’ metal packaging and operations. 

Pechiney and Schmalback-Lubeca will retain 20 per 
cent each in the venture, while Doughty Hanson will take 
60 per cent Doughty Hanson yesterday forecast the new 
company would have sales of DM2bn (JLiflbn) in its first 
year of operation, In line with aggregate 1996 figures from 
the various businesses. Impress will be based in the 
Netherlands, but have 35 manufacturing sites across 12 
European countries and Japan. It will make cans for food 
packaging and for products such as paints and chemicals, 
as well as aerosol cans. The chairman will be Mis 
Dominique Damon, who has been a senior executive at 
AJusuisse-Lonza and Rhtae-Poulenc. 

Doughty’s latest deal follows its SFrl-Sbn ($1 -24bn) 
acquisition earlier this month of Swiss sanitary systems 
maker Geberit In February it took over German 
machinery group Winkler and DfLonebier In a leveraged 
buy-out worth about DM250m. Mark Mulligan 


Prague Breweries in the red 


Alice Rawsthom 


Restructuring helps Israel Chemicals recover 


Prazske Pivovary (Prague Breweries;, the Czech brewing 
group controlled by Bass of the UK, incurred a net loss of 
Ktii9.im ($4.im) for 1996 as heavy investment costs took 
the fizz off a strong export performance. Group turnover 
reached K£l.Sbn, but a higher wage bill, the cost of 
expanding its distribution network, and investment of 
KC508m in operations pushed the company into a loss. 
Comparisons with 1995 are complicated by the merger of 
PB. the core of the group, with Vratlslavlce and Ostravar, 
two smaller breweries. 

Exports in 1996 of Staropramen, the group’s premium 
brand, represented 16 per cent of total output and 24 per 
cent of revenues. Total output rose 45 per cent to Just 
under 23m hectolitres. The group opened a new 
fermentation facility yesterday at the main brewery in 
Prague. The K£200m facility is the first significant 
investment in the plant since acquisition by Baas, which 
now owns 55 per cent of the group. 

Mr Graham Staley, chief executive, said negotiations 
were continuing with the IPB banking group about a 
possible increase In Bass's stake in Radegast, the 
second-largest Czech brewer. Bass wants to take Its total 
share of the Czech beer market to 25 per cent and now 
owns 34 per cent of Radegast. Vincent Boland, Prague 


By Jody Dempsey in Jerusalem 


Israel Chemicals, tbe export-driven 
state-owned chemicals group, 
returned to profit last year fallow- 
ing a restructuring programme by 
Mr. Shoal Eisenberg, chairman, 
who paid the government $230m 
for a 244 per cent stake in 1995. 

The chairman has an option to 
acquire a, further 17 per cent, 
which would cut the government's 
stake to Just above 31 per cent. 

- Net profits in 1996 were $69.5m, 
against a loss of S25m the previous 
year. This' was blamed mainly on 
chargee related to the restructur- 
ing, which entailed reducing tbe 


workforce, shutting plants and 
moving its headquarters. After dis- 
counting Clearon, the US company, 
and the German-based B.K. Laden- 
burg group which ICL acquired in 
1995, net revenues rose 2.7 per cent, 
from $L38hn to $1.63bn. 

Mr Yigal Dimant, chief executive 
officer of ICL. said sales were 
boosted by a heavy investment pro- 
gramme, which rose from $538m in 
1995 to more than $593m last year. 
Total investments will reach $2bn 
by the end of tbe decade. 

Exports account for more than 90 
per cent of the group’s revenues, 
and although 60 per cent of produc- 
tion is located in Israel, ICL has 


embarked on an ambitious pro- 
gramme to acquire production 
facilities in the US, Germany, 
France and The Netherlands. 

Fart of that investment includes 
expanding the Dead Sea Works, a 
subsidiary of ICL and one of its 
most prized assets, winch speci- 
alises in tbe production of potash. 
DSW holds a 7 per cent share of the 
global potash market currently led 
by Canadian companies. Potash 
accounts for 18 per cent of the 
global fertiliser market. 

In a move to boost sales and tap 
-the resources of the Dead Sea, 
DSW is investing $4 70m in building 
a production unit and power plant 


to produce magnesitnn Volkswa- 
gen, the German automotive 
group, has already taken a 35 per 
cent stake in the project and will 
invest $75m-J80m in the plant 
• Israel Discount Bank, Israel’s 
third-largest said yesterday net 
income dropped 13 per cent in 1996 
because of a sharp rise in debt pro- 
visions, writes Avi Machlis in 
Jerusalem. The bank is earmarked 
for privatisation this year. 

Net income fell from $83m in 
1995 to $72m last year, with provi- 
sions for doubtful debts leaping 44 
per cent from $96-5m to (139m over 
the same period Income from fin- 
ancing activities, before, the .pro vi- 


sions, was up 2 per cent from 
$694m in 1995 to 5709m last year. 

Expectations of steep provisions 
delayed a secondary offering of 17 
per cent of IDB shares held by the 
government, planned for last 
month. Mr Dan Merldor. Israel’s 
finance minister, asked the parlia- 
mentary finance committee at the 
weekend to re-approve the offering 
for ApriL The government, which 
holds 79 per cent of IDB, has 
pledged to rapidly sell-off its hold- 
ings in Israel’s biggest banks. 

The IDB offering is expected to 
raise about $i65m. The bank’s 
assets totalled $24.6bn at the end of 
1996. _ . ^ 


KGHM sale advisers named 


Merrill Lynch and Robert Fleming were yesterday named 
co-lead managers for the sale of KGHM Polska Miedz, 
Poland’s integrated copper ore producer and smelter, 
which is due to be privatised in summer. BZW, Union 
Bank of Switzerland and the Wiekopolskl Bank 
Kredytowy, the Polish government’s advisers, are 
co-ordinating the sale globally as well leading the offer. 

The announcement comes as the Solidarity trade union 
at the company, which employs about 20,000 people, is 
demanding a 20 per cent wage rise and 10-year 
employment guarantees for the workforce after the 
privatisation. Management has offered to consider a 17 
per cent wage increase. Commerzbank, Creditanstalt, ING 
Barings, Nomura International and Paribas will be 
co-managers of the offer. Christopher Bobinski, Warsaw 
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NOTICE OF ANNUAL GENERAL MEETING 


."r ^ • 2.3 % increase in revenues 

Net income before special items: FF 14.5 Billion 


The Shareholders of Atlas Copco AB are hereby Invited to attend the Annual General Meeting to 
be held on Tuesday. April 22. 1997 at 5.00 p-m. (Swedish time) in the Berwaldhalen, Strandvfigen 
68. Stockholm. 


. JO SAVE ALL £ 
^TBESETREESWE § 
/• HELP CHOP t 
V DOWN THIS ONE. • 


AGENDA 

1. Election of Chairman to preside at the Meeting. 

2. Preparation and approval of a voting list 

3. Bection of one or two persons to approve the minutes. 

4. Examination of whether the Meeting has been properly convened. 

5. Presentation of the Annual Report and the Auditors' Report as wefl as the Conaoridated 
Annua) Report and the Consolidated Auditors’ Report. 

6. The annual presentation by the Managing Director. 

7. Consideration of resolutions In respect of the following; 

(a) adoption of the Profit and Loss Account and the Balance Sheet as well as the 
Consolidated Profit and Loss Account and the ConsoGdatad Balance Sheet; 

(b) discharge from Sabflrtyof the Board of Directors and the Managing Director: 

(c) allocation of the Company's profit or toss according to the adopted Balance Sheet 

(d) determination of the Record Date for the payment of dividends. 

8. Determination of the number of Board Members and Deputy Membere to be elected by the 
Shareholders at the Meeting. 

9. Election of foe Board Members and Deputy Members as well as of foe Auditors and Deputy 
Auditors. 

10. Determination of the re mu neration of foe Board of Directors and the Auditors. 

11. Other matters, that shall be considered at the Meeting according to foe present Sweetish 
Companies Act or the Articles of Association. 






Consolidated Income Statement 
Hlghfights (fai FF BHRon) ! . ; - 
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Right to participate 

To be entitled to participate in the Annual General Meeting shareholders must 

- be recoded in foe Shareholders' Register kept by the Swedish Securities Register Centre 
(yfrdepapperaeentraten VPC AB) not later than Friday, April 11, 1997, and 

- notify the Company of their intent to participate in the Annual General Meeting not later than 
4,00 p.m.. Thursday, April 17, 1997. Notification of intent to participate In the Meeting may 
be made In writing to Atlas Copco AB. S-105 23 Stockholm, by telefax to int+ 46-8-743 80 37. 
or by telephone to Int+ 46-8-743 80 00. 

Shareholders whose shares are held in trust by a bank or private broker must temporarily 

re-reotstw their shares in their own name to be able to participate 'm the Annual General Meeting. 

Such re-reglstratlon must be completed not later than Friday, April 11, 1997. Shareholders 

should nottfir the trustee of their desire to re-register in adequate time prior to this data. 

A shareholder can attend and vote at the Annual General Meeting in person or by proxy. 

In accordance with Swedish practice the Company does not send forms of proxy to Its 

Shareholders. Shareholders wishing to be represented by proxy should submit their own forms of 

proxy to the Company. 






Distribution of 1996 ConsoBdatod Revenues by Activity 


1996 Consolidated revenues 
France Telecom's 1996 consolidated 
revenues increased to FF 151.3 billion, 
up Z3% in comparison with 1995. 

In fixed line telephony, traffic volume 
has grown (+ 4.5 %) due mainly to new 
crvices such as Numeris, which provides 
ISDN 5 channels, decreases in tariffs and 
mobile usage which recorded unprece- 
dented growth in the French market. 
Mobiles accounted for 7 A % of the 
company's revenues in 1996 compared 
with 5.5 % in 1995. 

France Telecom's revenues from its Idneris 
cellular service grew by 72 % and die 
number of Idneris subscribers doubled 
to 1.3 miHloa by year end. 

However, revenues from fixed line 
telephony services remained fairly flat 
(- 0.2 %), due to France Telecom's tariff 
rebalancing process. 


Fixed Line Telephony Services. 68% 
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Proposals to the Annual General Meeting 

The Board of Directors proposes that a dividend of SEK 3.75 per share be paid to the 
Shareholders. The Board also proposes that the Record Data for the payment of ahndends be 
April 25. 1997. Should this date be approved by the Annual General Mating, foe tfividend s 
expected to be efistrtbuted by the Swedish Securities Register Centre on May 5. 1997. 
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Information Services5% : 


Sharaholdere representing more than 35% Of the total numbwj erf’ rotes In «fesCopeo AB have 
submitted the following proposal regarding election of the Board of Directors and Auditors, 


Re-election of the Ordinary Members: ^ _ 

Anders Seharp. Tom Wachfoieteter. Erik Betfrage, Gdsta Bystedt, Paid-Emmanuel Janssen. Han 
Shankar SJnghenla and Michael Treschow. 

Election of new Ordinary Members: Giulto Mazzalupi (at pre mnt De puty). Suns Carisson 
(Executive Vice President and Member of the Group Executive Cornu tiUse frown 

Boveri Ltd), and Lennart Jeansson (Executive Vice President and Deputy CEO of AB Volvo). 
Gbran Lindahl and Curt G. Osson have declined re-election. 


Bfbadcaifong and CabteTefevteton 
\ ; • Servtces‘4% ■ 
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1996 Financial Statement 
France Telecom's operating income 
before special items related to tbe change 
in France Telecom’s status, rose to FF 
30.3 baKon. 

Net income before special tons (relating 
to the change in France Telecom’s status) 
readied FF 14.5 billion compared with 
FF 14 million In 1995. 

France ’lUecom’s consolidated net income 
amounted to FF 2.1 billion, in comparison 
withFF 9.2 UDion in 1995. The difference 
resulted primarily from nonrecurring 

exceptional charges. 


ru aiactinn of the Ordinary Auditors: 


election of the Deputy Auditors: Thomas TNei 
Coopere & Lybrand AB. 
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Th» normal Mefitino will be concluded by the presentation of “The John Munc* Award" for 
dedrive contribution within product development and “Th e Pe ter Wallenberg Marketing and 
Sales Award" for foe development of marketing and sales methods. 


Stockholm March 1997 
The Board of Directors. 
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1996 Marked by Ixueraattonal 
Development 

Launched in January 1996, Global One, 
the strategic joint venture with Deutsche 
Telekom and US operator Sprint now 
provides global voice and data services 
to businesses, carriers and consumers 
worldwide, contributing to revenues for 
the first time, with an operating revenue 
of around $ 800 mafion. 

France Telecom has a worldwide presence 
and was successfully able to export tbe 
group's expertise with new contracts in 
Europe, both West and East, the Fir-East 
and Africa. 


WWF 

World Wide. W For ftoe 


France Telecom 
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COMPANIES AND FINANCE: THE AMERICAS 


Comsat to sell off non-core activities 


By Christopher Parkas 
In Los Angeles 


Comsat, the US satellite services 
company, is to sell off its entertain- 
ment division and a subsidiary 
that makes land-based dish equip- 
ment in an attempt to return to its 
roots and restore earnings growth. 

The company will also press for 
privatisation of Intelsat, an inter- 
national satellite consortium in 
which it owns a 20 per cent stake, 
and seek an end to regulatory over- 
sight of its finances. 

Hie plan was unveiled yesterday 


by Ms Betty Alewine, who was 
appointed chief executive last sum- 
mer when Comsat profits were in 
free fall. Results released last 
month showed 1996 net income 
down 77 per cent at 18 cents a 
share. 

Morgan Stanley, the Investment 
bank, is to advise on the shake-out, 
the success of which will depend 
heavily on how effectively Comsat 
can be extricated from Federal 
Communications Commission 
control. 

Regulation by the FCC of its rate 
of return was “no longer appropri- 


ate in current market conditions", 
the company said. 

Comsat, a public company set 
by Congress in the 1960s to manage 
the US stake in the Intelsat consor- 
tium, has suffered from the emer- 
gence of powerful, non -regulated 
competitors such as Hughes Elec- 
tronics and LoraL 

However, it has also moved Into 
business sectors far removed from 
its core activities. Ascent Enter- 
tainment, of whit* Comcast owns 
81 per cent, is a leader in the hotel 
pay-movie business and owns base- 
ball and ice hockey team. 


Ascent has been on the market 
for several months, but with no 
buyers in the offing; Comcast has 
now made a request to the federal 
tax authorities For permission to 
spin It off as a tax-free dividend to 
shareholders. 

A sale is also planned for Comsat 
RSI, a manufacturer of earth sta- 
tions and advanced antenna and 
wireless systems. 

The aim was to create a smaller 
company with a stronger balance 
sheet, Ms Alewine said. The 
remaining businesses, providing 
international satellite commumca- 


Allen Born express rolls on 

George Stoe departure may even have helped Alumax revamp 


T he message from AIu- 
max, third largest of 
the US aluminium 
groups, earlier this month 
was to the point. Mr George 
Stoe, a vice-president and. 
director, had resigned “as a 
result of management differ- 
ences. No replacement will 
be named immediately as 
the company will use this 
opportunity to consider 
rtr ganlsaHfinaT changes.” 

Analysts said that this 
looked like a serious defec- 
tion from Alumax, which Mr 
Allen Bom, chairman and 
chief executive, has been 
changing dramatically since 
it was spun off from Cyprus 
Am ax four years ago. 

Mr Stoe had been with 
Al umax for 27 years and was 
frequently spoken of as heir 
apparent to 64-year-old Mr 
Bom, who signed up to s&ve 
for five years after the 
spin-off in 1 993- 
Wit hin days of Mr Stoe 
leaving. Mr Bom announced 
he had set up “the office of 
the chairman” which would 
include Mr Tom Johnston, 
an executive vice-president, 
and Mr Lawrence Frost, 
executive vice-president and 
chief financial officer. Mr 
Johnston has had a long 
association with Alumax and 
its predecessor, Amax. 

Mr Bom says; “Tom John- 
ston and I have worked 


together in Australia, Asia, 
Japan, Europe and the US. 
He is one of the most astute 
businessmen I know. With 
our increasing international 
focus, he is the right man, at 
the right time, for the job.” 

Mr Bom notes that so far 
he has been the only person 
responsible for AJ Umax's 
long-term strategy. “Now I 
have an operations expert 
and a financial expert to 
share the burden." 

He admits he was already 
in the process of setting up 
the chairman’s office before 
Mr Stoe departed. This leads 
some observers to jump to 
the conclusion that the pro- 
cess had something to do 
with the disagreement 

But Mr Bom will not be 
drawn about this. “George 
[Stoe] asked us not to talk 
about the subject of the dis- 
agreement All I can say is 
that there is no personal ani- 
mosity between us. He will 
ten you I have been one of 
his greatest supporters." 

He dismisses the Idea that 
Mr Stoe was his natural heir 
apparent “Any chief execu- 
tive worth his salt has inter- 
nal and external candidates 
lined up as possible succes- 
sors. The board would want 
a group of candidates to 
choose from.” 

In any event, some of the 
pressure to find a replace- 


ment has eased because late 
last year Mr Bom agreed to 
extend bis contract to 1999. 

Already he has spear- 
headed substantial rtiang p at 
Alumax, under what was 
dubbed Project Abe (for 
Allen Bom’s express). He 
recalls that after Alumax 
became a stand-alone com- 
pany it was suffering losses 
and was deep in debt but 
“we could have hunkered 
down and waited for the alu- 
minium price to improve. 
We decided that was not 
enough.” 


P roject Abe has so far 
involved Alumax 
restructuring its alu- 
minium sheet operations by 
closing two rolling mills, 
leaving the cut-throat can 
sheet market and selling its 
sheet distribution business. 
It also sold some non-core 
assets, raising 8770m. 

That more than covered 
the 8430m cost of an impor- 
tant strategic acquisition, 
the Cressona company, a 
deal which Mr Bom took a 
year to complete. Cressona 
more than doubled the size 
of Alumax's extrusions 
operations and gave it the 
largest soft alloy extrusion 
manufacturing capacity in 
the world. Mr Born expects 
demand for extrusions from 
the transport industry alone 


to grow at an annual 10 per 
cent for at least five years. 

There were also invest- 
ments: 391m to upgrade and 
expand rolling p dlfa in Lan- 
caster, Pennsylvania, and 
Texarkana. Texas; 826m for 
a new cast aluminium plate 
facility; S3lm for a wide-foxi 
mill ; $i00m for two new 
automotive component 
plants and $40zn for a foil 
joint venture in China. 

Meanwhile, throughout all 
its business units Alumax 
was shifting the product mix 
towards more customised 
and higher-margin products. 
For example, Alumax has 
quit the market for house- 
hold foil but is concentrating 
on ultra thin foil of the type 
used in yoghurt pot lids or to 
wrap cigarettes. “This .foil 
costs at least 50 cents a 
pound more than commodity 
household wrap,” Mr Bora 
says. 

Alumax remains commit- 
ted to being a low-cost pro- 
ducer of primary aluminium. 
“If you are a low-cost pri- 
mary producer you must 
make money," Mr Bora 
insists. Alumax's own 
operations absorb about 60 
per cent of its primary out- 
put but the company will 
need more capacity early 
next century. 

It looked at the possibility 
of bidding for same of the 



Allen Bora: ‘Any chief executive worth bis salt has internal 
and external candidates lined up as possible successors* 


aluminium production assets 
being privatised by the Ven- 
ezuelan government but 
walked away when it was 
clear no guarantee would be 
given about future power 
costs. However, it is still 
considering a new smelter in 
Iceland in partnership with 
other groups. 

Capital spending is wind- 
ing down at present - it will 
be about $360m in 1997, 
including S97m far the pur- 
chase of the Te xarkana mill 
which is leased. “But the 


benefits from these invest- 
ments will begin to appear 
in our financial and operat- 
ing results over the next few 
years.” he says. 

There will be no more big 
sales or purchases in the 
near future. “It is time to 
digest what we have done so 
fer and to make sure the bal- 
ance sheet is completely 
healed so we can snap up 
opportunities if they come 
along.” 


Kenneth Gooding 



Notice of Annual General Meeting 



Notfctb hereby pren that the Annual General Meeting of 
Aktkbobget SKF wB be held at SKF Krfstfoedal, 
Byfogdegatni 4, GAteborg, Sweden, at 3J0 pjn_ on Ibesda? 
April 15, 1997. 


Annual General Meeting 


Leo Burnett 
chiefs quit in 
row over costs 


By Richard Tomkins 
in New York 


Notice of attendance 


For the right to participate ai the meeting, shareholders must be recorded in the shareholders’ register kept by the Securities Register 
Centre (VPC AB) by Riday April 4, 1997 and must noti fy the company before noon qq ftiday April II, 1 997, preferably in writing, 
otherwise by telephone, of their intention to attend. (AB SKF, SE415 50 GOtebotg, TO. -*46 31 37 2436. fan +46 31 337 1691) giving 
details of name, address, telephone and registered shareholding- Where represe n ta ti on Ls being made by prosy, tbc proxy form shall be 
seat before the date of the meeting. Sfaarebaldexs wbase shares are registered in the name of a trustee through the Trustee Department 
of a bank most have the shares registered temporarily in their own name in order to take part ic the meeting. Any such re-registration 
for the purpose of establishing voting rights shall take place by Friday April 4, 1 996. This means that die shareholder should give 
notice of his/her in tendon to the trustee in plenty of time before that date. A re-registration fee will normally be payable to the trustee. 


Agenda 

1 . Opening of the AGM. 

2. Election of chairman of the meeting. 

3. Drawing up and approval of register of voters. 

4. Election of minuus-cbedsers. „ 

5. Confirmation that meeting has been correctly called. 

6. Presentation of annual report and auditors' report as well as consolidated financial 
statements and consolidated auditors’ reports. 

7. Address by the Managing Director. 



Resolution oo adoption of the income statements and balance sheets and 
consolidated 

income statements and consolidated balance sheets. 


Resolution that the directon of die board and managing director are discharged 
from liability. 


10. Resolution regarding distribution of profits. 

11. Determination of manber of bo3id members and deputy members. 

12. Determination of number of auditors and deputy aoditors. 

13. Dexemi nation of directors’ fees. 

14. Determination of auditors' fees. 

15. Election of board members and deputy members. 

16. Election of auditors and deputy auditors. 


Dividend 


The Board of Directors proposes a dividend for the financial year 1 996, of 5 kronor 25 Ore \ 
pg share, his recom m ended that shaxebokkas with htritfings recorded an April 18. 1997 i 

be entitled to receive the said dividend. Subject to acceptance by the Annual General Meeting, 
it is expected that the Securities Register Centre will send out notices of payment lo recorded 
shareholders and listed depositaries oo April 25, 1997. 


Two top executives at Leo 
Burnett, the Chicago-based 
advertising agency, have 
unexpectedly left the com- 
pany following an employee 
revolt against a cost-cutting 
drive. 

Mr William Lynch, the 54- 
y ear-old chief executive, ten- 
dered his resignation after 
being told on Friday that he 
had lost the confidence of 
the majority of the board. 
His colleague Mr James Jen- 
ness, the 50-year-old chief 
operating officer, resigned 
with him. 

Leo Burnett, which had 
billings of $5JSZbn last year, 
ranks among the world's big- 
gest and oldest-established 
advertising agencies. Creator 
of Tony the Tiger fin- Kell- 
ogg, the US cereal company, 
It has a large roster of blue 
chip clients including 
McDonald’s, General Motors, 
Procter & Gamble and Walt 
Disney. 

The company is privately 
owned by 250 shareholders 
who are all employees, and 
when people retire or leave, 
they are required to sell 
their shares back. Profit fig- 
ures are not published. 

Mr Lynch's cost-cutting 
began in 1993 at the request 
of the board, which wanted 
to rein in the company’s 
spending. 

Before then. Leo Burnett 

reputedly spared little 
expense in preparing for new 
account pitches or client pre- 


sentations. Mr Lynch 
brought in Mr Jenness to 
help him boost efficiency, 
and their focus on costs 
apparently improved profits. 
Yesterday, the company said 
its financial position had 
“never been stronger", 
thanks largely to the efforts 
of Mr Lynch and Mr 
Jenness. 

However, the cost-cntting 
began to rankle among 
employees, who felt the. 
penny-pinching was inhibit- 
ing their ability to serve 
their clients properly and 
threatening the long-term 
future of the company. 

The crunch came last year 
when Leo Burnett lost the 
highly-valued account for 
United Airlines, a client the 
company had served for 31 
years and for which it had 
created the famous “Come 
□y the friendly skies” slo- 
gan. It also lost creative 
duties at another high- 
profile account. Miller Lite. 

The loss of these accounts 
may not have been been 
directly related to the cost- 
cutting drive, but it helped 
undermine confidence in top 
management 

Leo Burnett said yesterday 
that Mr Lynch and Mr Jen- 
ness had decided to resign 
“in the best interests of the 
company”. 

Mr Lynch's place will be 
taken by Mr Richard Fizdale, 
the 57-year-old chairman. Mr 
Fizdale. who bad been due to 
retire this year, handed the 
chief executive’s job to Mr 
Lynch four years ago. 


AMERICAS NEWS DIGEST 


tions over Intelsat tad Inmarsat, 
another internationally-owned sat- 
ellite system, were wen positioned 
in international markets and 
enjoyed a distinct competitive 
advantage, she added. 

Cash flow from these divisions 
would help Comsat develop Its digi- 
tal network services, which already 
serve more than 600 corporate cus- 
tomers in a dozen countries. 

indications of prospects for 
deregulation are expected to 
emerge next month from a meeting 
of Intelsat government stake- 
holders. 
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technologies to deliver broadband Internet applications 
and services, including bigh-capacity streaming video, 
telephony over the Mamet and interactive games, uiey 
also said they had agreed a marketing deal that would 
make Cisco networking products and support available to 
Continental customers as part of a one-stop shopping 
effort Reuter, Boston 


Election of Board members 


Shareholders, who together represent somewhat more than 50ft of the votes for the total number of 
Company shares, have informed the Company that they recommend for re-eJcction Ordinary Board Members 
Andeis Scharp, GOsta Bystetfi, Mauritz Sahlin, Giovanni Mario Rossignolo, PCT-Olof Erikssm, Sime Carlsson, 

Peier Augustssoa and as new member Sdren GylL Michael Treschow has declined re-election. 

SflrenGyU was bora in 1940. He has been Managing Director of AB Volvo and Group Chief Executive of Volvo smee 1992. 


New Windows faces delay 


By Nicholas Denton 
in San Francisco 


Gfiteboig. March 1997 

Aktiebolagct SKF 
(publ) 

The Board of Directors 



Personal computer 
manufacturers may miss the 
boost to consumer demand 
they were expecting from 
the release of a new genera- 
tion of the Windows operat- 
ing system software before 
the peak pre-Christmas satpa 
season. 

Microsoft, the software 
company which has devel- 
oped Windows, said yester- 
day it had not yet deter- 
mined whether the next 
version would be ready this 
year, but had warned PC 
makers there was a chance 
it would not be ready to be 
iruttaiiod on machines for the 
crucial final quarter. 


Delays are the norm in 
perfecting the complicated 
computer code of an operat- 
ing system. Apple Comput- 
er's new operating system is 
several years late. 

However, many manufac- 
turers, looking to revive flag- 
ging PC sales in regions 
such as Europe, had taken 
Microsoft’s intention to dis- 
tribute a trial version of the 
operating system by mid- 
year as meaning a possible 
full release in 1997. 

important revisions to 
operating systems, such as 
Microsoft's launch of Win- 
dows 95 two years ago, typi- 
cally stimulate hardware 
sales because the pro- 
grammes, usually larger and 
more complicated than their 


predecessors, require fester 
processors and larger hard 
disks to run properly. 

A delay in the new Win- 
dows, which is designed to 
integrate Microsoft’s Inter- 
net Explorer software for 
navigating the Internet, 
would give a breathing space 
to Netscape, Microsoft's 
main cnm pptitnr in the mar- 
ket for browsers *md other 
Internet software. 

The likely delay .gives Net- 
scape, best known for its 
Navigator browser, more 
time to establish Its Constel- 
lation software due out later 
this year. like the new Win- 
dows, this is meant to allow 
users to navigate their hard 
disk and the Internet with a 
similar visual inter&oa. 
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COMPANIES AND FINANCE: ASIA-PACIFIC 


Cosco to raise 
HK$1.2bn for 



By Louise Lucas 
in Hong Kong 


Cbs«) 'Pacific, the world’s 
fifUa-largest container leas- 
ing company , Is to raise 
HB$L2bn fUSJ15Sm) through 
a share placement to help 
fond its purchase of ports in 
China and throughout the 
Asia-Pacific region. 

Funds will initially be 
used to buy shareholdings In 
Chinese ports from the par- 
ent company Casco (Hong 
Kong), the local arm of Chi- 
na's state-owned China 
Ocean Shipping. 

Cosco Pacific said earlier 
tfos month it was negotia- 
ting, ah acquisition from its 
parent, and yesterday named 
the four ports involved in 
the HK$455m purchase. It 
Will buy 50 per cent of Qing- 
dao tenxtfcnal, 51 per cent of 
Zhangjiagang terminal, 10 
per cent of Shanghai and 5 
per cent of Yantian. 

^fie price is in line with 
thjW favourable terms nor- 
mally accorded to red chips 
- mainland-backed compa- 
nies listed in Hong Kong - 
when assets are injected 
from the parent. It repre- 
figots a SI per cent discount 
on; the net asset value 
dsriudlng a HK$608m staare- 
foldere' loan) of HK$655m. 
andV52 per cent discount 
oh the - appraised value of 
HK*954m. 


Combined throughput at 
the four ports last year was 
2.2m TEUs (twenty foot 
equivalent units), and is 
forecast to reach 4.6m TEUs 
by 2000. 

Re maining proceeds from 
the placement will be used 
to expand terminals and con- 
tainer ma nufacturin g plants, 
with HK$494m earmarked 
for further acquisitions of 
container terminals in the 
Asia-Pacific region. 

BZW is acting as financial 
adviser to Cosco Pacific and 
the placing was underwrit- 
ten by both the UK invest- 
ment bank and Salomon 
Brothers, of the US. 

The placement price of 
HKS9.95 a share represented 
a discount of 5 per cent to 
Friday’s closing price 
of HKS10.50. 

'Yesterday the company 
also announced a 63.3 per 
cent rise in annual net prof- 
its last year, from US$46 ,36m 
in 1995 to US$75. 7m. 

The increase was attri- 
buted to a 17.9 per cent 
expansion in the container 
fleet, growth in container 
leasing and enhanced profit 
margins at the Hong Kong 
container terminal 8. 

Earnings per share rose 4 
per cent, from 4^1 US cents 
last year to 438 US cents. 

The final dividend is to be 
lifted from 8 HK cents to 
9 HK cents. 


Shaking the ‘six pillars’ of banking 

Market expects mergers to follow biggest review of Australian financial sector since 1981 


A n air of nervous 
expectation sur- 
rounds Australian 
bank shares. In contrast to 
the stock market’s general 
pre-Easter torpor, the bank- 
ing sector index jumped 97 
points yesterday, to close at 
4,180.9 - a rise of 2.4 per 
cent. All the big stocks 
joined the charge, with 
National Australia Blank, the 
country's largest, gaining 42 
cents to AS15.93. 

The reason is a compre- 
hensive review of the coun- 
try’s financial services sec- 
tor, due to be released 
within days. The inquiry, 
headed by Mr Stan Wallis, 
one of Australia's most 
respected industrialists, was 
given an end-March deadline 
for delivery of its report to 
the federal treasurer 
(finance minister). But the 
document has already been 
printed, and a pre-Easter 
release is possible. 

The inquiry’s brief, out- 
lined shortly after the new 
conservative coalition gov- 
ernment took office a year 
ago, was wide-ranging. It 
was tasked with looking at 
ways in which Australia's 
financial system could 
improve efficiency without 
compromising safety - In 
particular, how it could best 
cope with technological 
change and increasing 
globalisation. 

This is the first significant 
review of the country’s 
financial sector since 1981, 
when the Campbell report 
was published. The ramifica- 
tions of that study were 


ASIA-PACIFIC NEWS DIGEST 


MRCB to lift 
stake in TV3 


Malaysian Resources Corp (MRCB). a diversified 
conglomerate, is preparing to divest its stake in the New 
Straits limes Press, the largest newspaper publisher, to 
-TV3, a television station. TV 3 is to finance its purchase by 
issuing hew shares to MRCB. resulting in MRCB's stake 
in TV3 increasing to more than 50 per cent from 433 per 
cent TV3 is feeling the effects of competition from Measat 
Broadcasting Network Systems. 

James Kyngc. Kuala Lumpur 


Loss for Daiwa Securities 

'hBhra S$£ufitSes, one of Japan’s top four brokerages, said 
it was expecting to make a substantial after-tax loss for 
th® year to March 31. The company announced last year it 
would provide Y120bn (US$980m> in financial assistance 
to a non-banking affiliate, Daiwa Finance, and bad 
planned to use gains from selling securities to cover the 
resulting exceptional loss, but the poor state of the stock 
market had forced it to reconsider. Bohan Hiuton, Tokyo 


Semen Gresik advances 


Semen Gresik, Indonesia's largest publicly-listed cement 
company, said net income rose 26 per cent last year, 
supported by the acquisition of two cement companies in 
1995. Net income was Kp2193bn <US$91m) on net sales 
Milch increased 66 per cent to Rpl.363bn. Operating 
income rose 54 per cent to Rp32i.5bn. 

Manuela Saragosa. Jakarta 


Filinvest 
profits up 
fourfold 


By Justin Marozzi in Manila 


Filinvest Development Corp 
(FDC). one of the Philip- 
pines’ largest property and 
industrial development com- 
panies, more than quadru- 
pled net profits last year to 
4.03bn pesos (S153m) after 
strong gains in its commer- 
cial property business. 

Sales rose sharply, trebl- 
ing to 6J3bn pesos, led by the 
group's property businesses. 
Filinvest Corporate City, a 
244 ha business and residen- 
tial development of FDC and 
its subsidiary Filinvest Ala- 
bang, led the surge, contri- 
buting 2.73bn pesos to reve- 
nues after lots sold increased 
from less than two hectares 
to five hectares. 

FDC shares rose slightly to 
close at 7.5 pesos, up 10 cen- 
tavos. Analysts said the 
group's shares were trading 
on a forward multiple of 
about &6 times, a substantia] 
discount to the sector at 17.9 
times. 
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NAB buy-back 
to go ahead 


Heads or tails 


National Australia Bank, 
the country’s largest com- 
mercial bank, said yesterday 
It was going ahead with 
plans to buy back and can- 
cel 89.25m shares, or just 
under 6 per cent of its 
issued capital, writes Nikki 
Tait. The buy-back will run 
until October, or until the 
full number of shares has 
been acquired. NAB shares 
closed 42 cents higher yes- 
terday at A$15.93. 
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momentous, espousing 
deregulation and paving the 
way for a floating of the 
Australian dollar and admis- 
sion of foreign banks to the 
domestic market. While the 
Wallis inquiry’s focus has 
been narrower, it is expected 
to shape the sector for a 
decade at least 

Much of the immediate 
attention will be focused on 
recommendations for take- 
overs and mergers. At pres- 
ent these are constrained by 
the “six pillars" rule, which 
prohibits mergers between 
the “big four" commercial 
hanks (National Australia 
Bank. ANZ. Westpac and 
Commonwealth) and the two 
big insurers (AMP and 
National Mutual). 

The Australian. Competi- 
tion and Consumer Commis- 
sion, which acts as arbiter 
on specific deals, has also 
been keen to consider com- 


petitive implications at state 
level, insisting that there be 
at least one strong regional 
contender (in addition to the 
big four banks;. 

But in submissions to the 
inquiry, all the big groups 
have argued that the “six 
pillars" rule should go. and 
most analysts expect Wallis 
to endorse this. Caution has 
been sounded by the Reserve 
Bank, the central monetary 
authority, which warned 
that sh rinkin g the number 
of big banks from four to 
two would result in "the 
most concentrated banking 
industry in the industria- 
lised world". 


H owever, there has 
been disagreement 
over whether the 
relevant banking market def- 
inition, when competition 
issues are considered, should 
be regional, national or - as 


argued by ANZ - global. 
Also being considered is the 
extent to which new non- 
banking concerns should be 
encouraged to enter the 
sector. 

Specific issues likely to be 
considered by Wallis are 
whether to make access to 
the payments system easier 
whether to implement legal 
changes to encourage elec- 
tronic commerce; and 
whether to let financ ial ser- 
vices conglomerates develop 
under a holding company 
structure. Barriers to foreign 
entrants will also be up for 
review. 

Recommendations on the 
regulatory front could have 
equally far-reaching conse- 
quences. If distinctions 
between banks and insurers, 
say. are blurring, there is 
strong argument for install- 
ing a “mega-regulator" and 
shifting responsibility for 


regulation away from the 
central bank. The big insur- 
ers. like the AMP and 
National Mutual, favour 
this, as does NAB. But other 
banks prefer the current sys- 
tem, under which the 
Reserve Bank handles both 
monetary policy and bank- 
ing supervision. 

If Wallis does recommend 
a more permissive regime, 
there is a general expecta- 
tion that deals will flow: 
hence the surge in bank 
shares. Already, competition 
in the home loans market 
has encouraged consolida- 
tion among regional banks. 

But not everyone thinks 
that there will be an immedi- 
ate merger rush. Mr Graham 
Maloney, analyst at Mac- 
quarie Bank, warns that, 
regardless of Wallis's conclu- 
sions, the ACCC’s interpreta- 
tion of any new regime will 
be "even more important”. 


He is also doubtfiti of the 
appeal of Australian banks 
to foreign parties - despite 
frequent speculation that the 
likes of Hong Kong & Shang- 
hai and Standard Chartered 
are looking. “Offshore banks 
generally regard Australia 
as too competitive and too 
expensive," he warns. 

Meanwhile. Mr Peter Cos- 
tello, federal treasurer, has 
cautioned that the stock 
market should not to jump 
to hasty conclusions. “I want 
to make clear . . . that 
nobody should take any 
commercial decision on the 
basis of the report's recom- 
mendation . . . Current policy 
stands until the government 
announces the policy 
changes," he has stressed. 

But yesterday, the specula- 
tive rise in bank share prices 
seemed an unstoppable tide. 


Nikki Tait 
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ABankersIrust 


Unique insights seem from unique knowledge. Knowledge 
that often comes from long-term, committed relationships. 
This was the case with Bankers Trust and Teletonos 
de Mexico, S.A. de C.V. (Telmex), Mexico’s premier 
telecommunications provider. It was our long-standing 
relationship that allowed us to understand and anticipate 
Telmex’s need to raise capital by arranging a short-term 
financing solution that was both cost-effective and 
quickly executed. More importantly, it was our relationship 
that allowed us to uncover a market opportunity that others had not yet 
anticipated. Our extensive structured finance expertise, our insight into the 
international capital markets and an understanding of our clients’ objectives enabled 
us to creatively structure this deal. The combination of the investment grade rating 
short-term maturity and desirable yield made the securitisation very attractive to a 
large group of investors. So attractive, in feet, that although the transaction was 
initially shed at $200 million, market appetire was so strong that it allowed Telmex 
to increase the she of the financing to $280 million. We welcome the opportunity to 


discuss how we can develop equally innovative solutions to your financial challenges. 
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CWC formation moves into top gear 


By Alan Cane and 
Christopher Price 

The formation of the UK's 
largest provider o£ inte- 
grated telecommunications 
and television services 
moved into top gear yester- 
day, with the issue of the 
prospectus for Cable and 
Wireless Communications. 

CWC, valued by analysts 
at about £4-5bn ($7.I5bn) wfl] 
be created from the Cable 
and Wireless offshoot, Mer- 
cury Communications, tog- 


ether with the cable compa- 
nies, Nynex CableComzns, 
Bell CableMedia and Video- 
tron, in a hugely complex 

Mr Richard Brown, chief 
executive of C&W and chair- 
man of CWC. said: "This is a 
growth company in a growth 
market in a growth indus- 
try.- He added, “There will 
be one name and one brand 
- Cable and Wireless." 

The move will mean the 
disappearance of Mercury 
and the cable companies' 


various local brand names. 
Mr Brown said he wanted to 
increase C&Ws 52 per cent 
holding in the new company, 
possibly by acquisition. 

The new company will 
have l.lm telecoms custom- 
ers and 580,000 cable televi- 
sion customers, with particu- 
lar strength in the London 
and Manchester regions. One 
analyst said it would have 
immediate access to “29m 
pairs of ears and eyes". 

Proforma financial infor- 
mation for the company 


shows it made pre-tax profits 
of £93m in the nine months 
to March 31, 1997 compared 
with £4fim in the 12 months 
to March 31 1996. Exact com- 
parisons are difficult 
because of disposals. 

Revenue was £l.5lbn in 
the nine months of 1997 and 
£L9bn in 1996. The compa- 
ny's operating margin grew 
from 5.7 per cent in 1996 to 
9.8 per cent in 1997. It does 
not intend to pay dividends 
for the foreseeable ftrtu re. 

Mr Graham Wallace, chief 


executive of CWC, said he 
expected revenue growth to 
come fro m improvements to 
service and cost savings. The 
group is expected to rational- 
ise network control centres 
and customer support 
operations. 

CWC will pay no tax for at 
least the next two years 
because of relief on the 
losses sustained by the cable 
operators which are still 
budding out their networks. 

Under the terms of the 
deal, each share in Bell 


CableMedia, which is quoted 
on the US Nasdaq market, 
will be valued at a&l of a 
CWC share, while each share 
in Nynex CableComms. 
traded in London, will be 
valued at 0.367 of a CWC 
share. 

After the merger. Nynex 
Corp and Bril Canada will 
own 185 per cent and tt-2 
per cent respectively. About 
15 per cent of the shares will 
be held by the public. The 
first closing date of the offer 
is expected to be April 85. . 


Blue Circle makes first Canadian purchase 

1 


By Andrew Taytar, 
Con s tr u ction Correspondent 

Blue Circle Industries, 
Britain’s biggest cement 
manufacturer, is stepping up 
its presence in North Amer- 
ica with its first Canadian 
acquisition. 

The company has agreed 
to pay C$365m ($261m) cash 
for St Mary's Cement Corpo- 
ration. which supplies about 
a quarter of Ontario's 
cement sales. The state is 
home to about 40 per cent of 
Canada's population. 

The purchase price, after 
adding net debt of C$88m at 
the end of December, was 
equivalent to 135 times last 
year's after-tax profit of 
C$32m on sales of CS407m. 


Mr Keith Orrell- Jones, 
Blue Circle chief executive, 
said the Canadian Portland 
Cement Association had 
forecast 5.7 per cent 
increases in cement demand 
in Ontario for both 1997 and 
1998. St Mary's had net 
assets of C$284m at the end 
of last year. 

Details of the purchase, 
first signalled in January, 
accompanied Blue Circle’s 
anrwim r-omont yesterday of 
a 9 per cent pre-tax profits 
increase last year to £2978m 

before exceptional items. 

The previous year’s pre- 
tax profits of £263-8m were 
depressed by a £9m net 
charge to cover the reorgani- 
sation of the group’s heating 
and bathroom products divi- 


sions, said Mr Orrell- 
Jones. 

Profits were assisted by a 
big tnmround in the Euro- 
pean heating division, fol- 
lowing its reorganisation, 
with profits doubling to 
£35m. Costs worth £26m a 
year had been taken out of 
the business. 

Another £5m a year of 
savings were expected to be 
released over the next two 
years. Bathroom profits, 
however, dipped to £24. 6m 
(£27m) reflecting tough trad- 
ing profits in continental 
Europe. 

US cement, aggregates and 
concrete prefits rose by 19 
per cent to £75 5m helped by 
a combination of price and 
volume sales increases. 



LEX COMMENT 




One of the arts of war b to 
pick unt's tattles. 

Britain's corporate gomr- 
nance enthusiasts seem 
not to have grasped this 
point. Take the recent 
flood of governance guide- 
lines from Institutional 
investors. These pro- 
nouncement! ant brim- 
ming with good sense; y*t 
they try to cover a hag* 
range of ground and are 
all subtly different. So 
companies are swamped 
with rules. And worse, 
they on plausibly data to 
have no clear , idea of 
which owe really matter. • 

The latest offering - Hermes' i m a rwtl o o that retiring 
chief executives should generally not twcout Meaneo- 
tive -chairmen -tea ease la note*. One -oursae what 
Hermes Is driving ac a forceful catchier exacuttw may 
lack genuine Independence and meddle ta Cjte aB tai al 
management. ••;. -■*'.• " 

On the other band, hte experience and tawfrfcdge can 
often be valuable. The balance depends eat ttejwttmati 
and the c i reu a teta aees; fids should he a matter Of etoofey. 
case judgement, not a crude general rub. And tottt uUwg 
should be wary of swamping the argumotrt with doubtful 
rules: they un he fr ft ffly distract from aotmdar baa e d .g ww 
nance principles which matter nws*. 

The real lesson? Simply that a cIsmw wnss ef institu- 
tions' priorities te required. And more tgalogus betweea 
them te needed to achieve te. 

The aim should be to .spotlight the priatiptee- whtefc 
really matter, and the companies which Jfcil to five 
up to them. Less convincing proposals, fcpwever 
well-intentioned, should not be allowed to get in 
the way. 


Keith Orrell-Jones: 5.7 per cent forecast increa ses in cement demand in Ontario 


Inchcape gets 
Toyota boost 


By Ross Tteman 

Pre-tax profits from cont- 
inuing operations at Inch- 
cape, the international distri- 
bution group, surged 12 per 
cent to £165m <$262m) last 
year, powered by a recovery 
in its cone vehicle importing 
and distribution business. 

Mr Philip Cushing, chief 
executive, said better cars 
foam Toyota, its biggest sup- 
plier. helped improve sales, 
and cnmhrneri with cost cut- 
ting. to improve profit mar- 
gins. 

In the year to December 
31, Inchcape sold 210,000 
vehicles worldwide, from 37 
manufacturers, generating 
automotive operating profits 
up 29 per cent to £127 Ul 

The figures were helped by 
an upturn in the UK car 
market, where demand for 
luxury marques was particu- 
larly strong. Sales of Ferrari 
sports cars surged 20 per 
cent to 300 vehicles. 

The improvement in group 
profits came despite stand- 
still turnover of £8bn during 
a year of restructuring. A 
shake-up was launched by 
Sir Colin Marshall, the Brit- 
ish Airways boss who 
became chairman in January 
last year, and Mr Philip 
Cushing, promoted to chief 
executive two months Later. 

In October, the group sold 


its Testing Services arm to 

managpntpnt and Rain Hogg, 

its insurance broker, to Aon 
Corporation, raising a total 
of £540m and clearing all 
debts. 

Mr Cushing, chief execu- 
tive, hailed the profit 
improvement as: ‘the begin- 
ning of a brighter fixture”. 

The hi gh costs of opening 
shops in Japan to sell Tim- 
ber land boots and clothes 
caused operating profits 
from the inte rnationa l mar- 
keting operations to fall 7 
per cent to £3G-2m. 

Efforts by Inchcape to rep- 
licate the success of its Chil- 
ean Coca-Cola bottling oper- 
ation in Peru and Russia 
also met mixed success. The 
Peruvian soft drinks market 
shrank by eight per cent, 
while construction of the 
company’s second pair of 
Russian plants has fallen six 
months behind schedule. 

Inchcape yesterday 
reinforced its grip on the 
Peruvian bottling. Emotella- 
dora Latinoamericana, 
which it controls, has agreed 
to buy the San Luis table 
water brand and Kola 
Inglesa, a soft drink, for 

£24. 6m. 

Mr Cushing said Inchcape 
was seeking to acquire more 
bottling companies around 
the world, with the blessing 
of CocaCola. 


Former UA boss 
in cinema move 
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By Raymond Snoddy 

Mr Stewart Blair, former 
chairman of United Artists 
Theater Circuit, the largest 
cinema chain in the world, 
has joined a small London- 
based company. Pacific 
Media, to begin building up 
a new international cinema 
group outside the US. 

Mr Blair, also a former 
senior vice president of Tele- 
communication Inc, the 
largest US cable company, 
resigned from UA in Decem- 
ber. 

The Scottish born execu- 
tive is joining Pacific Media, 
a company listed on the 
Alternative Investment Mar- 
ket, as chief executive of a 
newly created subsidiary to 
develop, build and operate 
cinemas throughout the 
world outside of North 
America. 

Brazil and South Africa 
are likely to be the first tar- 
gets. 

“The international theatre 
business is the growth area 
of the ontof-home entertain- 
ment business,” Mr Blair 
said yesterday. 

Pacific Media currently 
has a joint venture with 
United Artists to develop 
cinemas in the Far East 
through which two cinemas 
are operating successfully in 
Singapore and two more are 


planned in Bangkok later 
this year. 

The company also has a 20 
per cent stake in The Chi- 
nese Channel, a Chinese lan- 
guage satellite channel in 
Europe. 

The new Pacific Media 
subsidiary hopes to raise 
between 860m to $80m over 
the next four years. It aims 
to build a chain of about 250 
cinemas worldwide, typi- 
cally with 50 per cent 
local partners and leased 
sites. 

“There are a lot of poten- 
tial investors in the interna- 
tional theatre business but 
they do not have many ways 
of participating,” says Mr 
Blair. 

Mr Michael Buckley, 
chairman of Pacific Media 
and former chairman of 
SelecTV, said yesterday 
there was now “a window of 
importunity to develop and 
build an international movie 
theatre circuit". 

Pacific Media said yester- 
day that Deloitte & Touche 
Corporate Finance had been 
appointed its corporate 
adviser and de Zoete & 
Sevan, the broking arm of 
BZW, the company's broker. 

Mr Blair said the main 
issue was finding the right 
sites rather than raising 
what would be an initial 
820m. 
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Philips Electronics N.V. 

Endhovon, The Netherlands 


DISTRIBUTION IN CASH 1996 

At the ordinary General Meeting of Shareholders held on 21 March 1997 
a distribution in cash for the financial year ended 31st December 1996, 
was declared at NLG 1.60 per Ordinary Share of NLG 10,- nominal value 
(ex-dividend date: 24 March. 1997). 

The distribution will (on share certificates in ‘CF-form and on shares in the 
form of an entry in the company's share register in the Netherlands) be 
payable in cash as of 8 Apr! 1997. Such payment is subject to deduction of 
25% Netherlands Withholding Tax on dividends. 

CF-shares: The cfistritxdion in cash in the UK wlB be made through the 
Company's paying agent, Barclays Bank PLC, 8 Angel Court Throgmorton 
Street, London EG2R 7HT, to the GF depositaries in tire UK in accordance 
with their respective positions In the books of the CF Amsterdam on 
21 March 1997 at the dose of business. 

UK holders of CF-shares are reminded that the 25% Netherlands 
Withholding Tax may be reduced to 15%, if payment Is made to residents of 
the United Kingdom (Great Britain and Northern Ireland with exception of 
the Channel islands and tile Isle of Man) or to residents of Aruba, Austria, 
Australia, Belgium, Brazil, Canada, Denmark, Finland, Fiance, Germany, 
India, Indonesia, Republic of Ireland, Italy, Japan, Luxembourg, Netherlands 
AntiHes, New Zealand, Norway, South Africa, Spain, Sweden and the United 
States of America, who defiver the appropriate Ttoc Declarations to Barclays 
Bank PLC. The Netherlands WSthhofdtog Tax may be reduced to 20 per cent 
if payment is made to residents of Surinam who deliver the appropriate Tax 
Declaration also to Barclays Bank PIC. 

The Netherlands Withholding Tax may be reduced to 0 percent if payment 
is made to exempt US pension trusts who deliver the appropriate Tax 
Declaration also to Barclays Bank PLC. 


Eindhoven, 25 March, 1997 




The Board of Management 
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Standard! fj Chartered 

Standard Chartered PLC 

(Incorporated with Brntod BabtBty in England) 

£300,000,000 

Undated Primary Capital Floating Rate Notes 
of which £1 50,000,000 
comprises the Initial Tranche 

in accordance with the Terms and Conditions of the Notes, 
notice is hereby given that for the three months period (92 
days) from 24th March 1997 to 24th June 1997 the Notes 
will cany an interest Rate of 6*/i per cent per annum. 

The interest payment date will be 24th June 1997. Coupon 
No. 48 will therefore be payable on 24th June 1997 at 
£834.93 per coupon from Notes of £50,000 nominal and 
£83.49 per coupon from Notes of £5,000 nominal. 


J. Henry Schroder & Co. Limited 
Agent Bank 



m 


The Bank of Tokyo Trust Company 

U.S. $50,000,000 
Floating /Fbosd Rate Notes due 2004 

Nora a hsreby gfmn bi accordance ■» Condflon 5(e) t* tfw Item and 
OoncMora af Ore Nam. ms eB oressndkig Noim be ndwaad m Mr 
principal armn on Ape H 1997 amen H aai on tna Nout wa eaaaa 
to aoerua. Payrnara or ntncfcai BgsOw wflh paymM el Hum due 
on Ap*l «. T9S7 nfl be tnada to acemsnca trim me Ttema end Comnena el 
ta Note. at na eocaa of Bn Paring Agere. 


bkUn 

aeHeeal Agent 
Mart 23, 1997 


Q CHASE 


Issue of U.S. $300,000^000 

RM 

R&I Bank of Western Australia Ltd 

AOl 050484454 

Undated Floating Rate Notes 

exchangeable into 

Dated Floating Rate Notes 
of which U.S. $200,000,000 
is being issued as the Initial Tranche 


Interest Rate 
Undated Notes 

Dated Notes 
Interest Period 

Interest Amount due 

24th September 1997 

Undated Notes 

per U.S. $ 10,000 Note 

per U.S. $250,000 Note 

Dated Notes 

per U.S. $ 10,000 Note 

per U.S. 9250,000 Note 


5.9125% per annum 
5.75% per annum 
24th March 1997 
24th Septe m ber 1997 . . 


U.S. $ 302.19 
U-S, $7,554,86 

U.S.S 293.89 
U.S. $7,347.22 


Credit Suisse First Boston (Europe) Ltd. 
Agent 


Crystal Castle Euro-Finance Limited 
U& $150,000,000 
Guaranteed Asset-Backed 
Floating Rate Notes Due 1999 

accord ance with the terras and conditions of the Notes, notice 
is hereby given that the interest rare for the Interest Period from 
24th March, 1997 to 24th June, 1997 is 5.9875% per annum. 
The Coupon Amount payable on the 24* June, 1997 for Notes 
with original principal amounts Ot U.S. 51QJ3QO tolJ.S. 5153 Jl; 

Bankers Trust 

Company. London Agent Bank 



isJ itsiufluim Mad 
under die BattofSoana Act. N09 
WAiqpuendninfojA) - 

Hist National 
Building Society 

£25,000,000 

Hosting Rate Permanent 
Interest Bearing Shares 
(FIBS) - 

For the interest Period 
20* March, .1997 to 22nd 
September, 1997 *e PIBS 
will carry m Interest Rate of 
9.12031% per -annum. The 
Interest Amount pet £) ,000 
will hel £46-48 payable on 
the 22nd Septehaber, 1997. 

' UMdiiltelMreiMMlSKk 
bdwncr af da Urtcd Kowkw «nd 


Bankcn Trust 

/Company, London. An w Bw h 


UL& $150300000 
HSBC Americas, foe. 


Rosbng Rale 

Subordinated Notes Due 2009 


UIKwHg 
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TECHNOLOGY 


The phannaceutical industry looks likely to benefit from breakthroughs in testing for impurities and screening chemical compounds 



Mark Mulligan reports on a new method of 
identifying harmful micro-organisms in water 


Bacteria buster 


L eading phannaceutical 
companies are testing 
new technology which its 
maker claims could in 
some applications render obso- 
lete the century-old Agar plate 
method of identifying harmful 
micro-organisms. 

Merck of the US, Kh&ne- 
Poulenc of France, and the UK’s 
Glaxo Wellcome are among the 
first companies to evaluate the 
ChemScan rapid microbial 
analyser, which is used to test 
The purity of water in their prod- 
acts. 

Instead of having to wait for up 
to seven days to develop live cul- 
tures in a Petri dish, laboratory 
workers can detect a single cell 
of bacteria such as e.coli in under 
three hours. 

The analyser relies on a unique 
fluorescent labelling process that 
allows it to count and identify 
single cells on . a filtered sample. 
A sample of water, for example, 
is passed through a fine mem- 
brane which retains the m ic ro- 
organisms on its surface. After 
filtration, the membrane is trans- 
fored to an absorbent pad satu- 
rated with a labelling solution 
and left for 30 minutes. During 
labelling, the retained micro- 
organisms are stained with fluo- 
rescent markers via an enzyme- 
jinked reaction with the cell cyto- 

_ plasm. 

The ChemScan, composed 
mainly of laser beams, mirrors 
and analytical circuitry, can dis- 
tinguish between micro- 
organisms and normal auto- 
' fluorescent particles on the basis 
of fbeir higher light intensity. A 
digital signalling system also dis- 
tinguishes cell characteristics 
such as shape and size. 

- Different fluorescence reagents 
have, been developed for specific 
contaminants. 


The results of the laser aran 
are represented as a type of map 
pinpointing and counting micro- 
bial cells. The membrane ran be 
examined further under a micro- 
scope. 

The m ac h ine has been devel- 
oped by French biotechnology 
group Chemnnex. in co-operation 
with The Technology Partnership 
near Royston, Cambridgeshire. 

Chemunex plans an initial pub- 
lic offering to European institu- 
tional investors with a listing 
today on the Easdaq exchange. 
Nomura International, which is 
sponsoring the deal, says Chemu- 
nex is looking to raise about 
FFr70m (£7.7m) for further 


research, development and mar- 
keting. 

Louis Foissac, the Chemunex 
chairman, says real-time detec- 
tion of contamination in raw 
material gives producers, the 
chance to stop production with- 
out wastage. 

“Manufacturers wfll save valu- 
able material by detecting con- 
taminations sooner, and consum- 
ers will be better protected 
against potential microbial con- 
taminations through faster and 
more sensitive analytical proce- 
dures," he says. 

For now, the machine is used 
mainly to verify the sterility of 
water in pharmaceuticals produc- 


tion, although Foissac says the 
technology could be adopted by 
water companies or anywhere 
where water purity cannot be 
compromised. “We've done tests 
with contact lens solutions - 
even with shampoo,” he says. 

Drug companies evaluating 
ChemScan's effectiveness have 
declined to publicly endorse it. 

However, a scientist at one 
says ChemScan could he applied 
in most instances where sterility, 
or an acceptable level of micro- 
organic growth, bad to be evalu- 
ated. Apart from water for phar- 
maceuticals, this includes testing 
work surfaces, walkers' skin and 
tin* quality of air. 


Chips 

costs 

T he invention of the silicon 
chip has revolutionised the 
electronics industry, and 
now the idea is being copied to ' 
cut the cost of laboratory 
experiments and diagnostics. 
Messy bottles of reagents, racks 
of test tubes and miles of tubing 
are being replaced by the 
“laboratory on a chip". 

During the past two years, 
miniaturised laboratory 
procedures have become 
increasingly popular. One 
stimulus has been the huge 
research effort necessary at 
various laboratories worldwide to 
“sequence” or identify all the 
elements of the h uman genome. 

It became apparent very early on 
that big reductions In laboratory 
costs would be required to make 
the project workable. 

Simultaneously, competitive 
pressures mean that 
pharmaceutical companies must 
screen ever more new chemical 
compounds in the search for a 
“blockbuster” drug. 

Caliper Technologies, based in 
California, was set up in 1995 to 
exploit this trend. Last year the 
company announced it had raised 
$8.5m (£5.3m) in a second round 
of financing, which included a 
$4m investment by Roche, to 
apply its “laboratory on a chip” 
technology to pharmaceutical 
discovery. The technology will be 
used to carry out 500.000 drug 
screening experiments a day. 

“You can get quite a 
sophisticated experiment done on 


cut laboratory 
down to size 


William Macdonald 
on how ‘miniature- 
experiments can 
make drug research 
work more efficient 

a chip about the size of your 
thumbnail,” says Michael Knapp. 
Caliper s vice-president of science 
and technology. “There are two 
interesting things you can do 
with this technology; one is to 
create tiny automated systems 
which are doing complete 
experiments - a very complicated 
experiment can be done by a 

A chip can mimic 
apparatus such as 
pumps, separation 
equipment, pipettes 
and beakers 


non-expert. The other is to 
perform a very large number of 
experiments very quickly.” 

Although the chip's surface 
appears to be nothing more than 
a series of channels, it has 
features that mimi c traditional 
laboratory apparatus - pumps, 
valves, pipettes, beakers and 
separation equipment The 
channels are typically 10 microns 
deep and between 10 microns and 
100 microns wide through which 
liquid is pumped at about 1 
nanolitre per second. 


TO give some idea of the scale, 
it would take a year for a 
tablespoon of liquid to flow 
through these c hann els. To 
perform an experiment with the 
chip, it is inserted into a 
PC-based “player” in much the 
same way as a CD. An electric 
field is applied which causes the 
fluid to be pumped through the 
channels by a process known as 
electrokinesis. 

Computer programs control the 
voltage so that reagents are 
added and reactions occur in the 
proper sequence. Finally, a 
detector reads the fluorescence of 
the sample and a result Is 
produced. 

The chips are produced in 
much the same way as 
microelectronic chips through 
photolithography and chemical 
etching. Caliper recently signed 
an agreement with Dow 
Chemical to start producing the 
chips in plastic. 

“We want to disseminate the 
technology very widely." says 
Knapp. "The goal is to keep the 
chips as cheap as possible. Right 
now we are making them in 
glass which is a nice material 
to work with, but the process 
of micromachining is quite 
expensive by comparison 
to things like injection 
moulding.” 

He sees the CD as a potential 
model for mass production of the 
chip. “The CD has features that 
are about the same size as we are 
talking about," be says. 



Decked out the European Fighter Aircraft wifl need modification to be able to land on a carrier 


H uge fans blowing a gale 
of wind over the stern of 
aircraft carriers could 
make landing fighter aircraft on 
their decks easier and safer. 
They may even do away with 
the need for arrester wires. 

Fighter aircraft such as the 
Eurofighter (EFA) need serious 
modification to adapt them for 
an aircraft carrier. They must be 
strengthened to carry the 
arrester hook, stronger under- 
carriages are needed to with- 
stand landing shocks and 
engines need to be uprated. 

These are expensive add-on 
costs. British Aerospace engi- 
neers at Farnborough have 


Wind of change 
for aircraft carriers 


devised a way of reducing the 
landing speed needed by creat- 
ing an artificial wind. Carriers 
usually steam at up to 20 knots 
to reduce landing and take-off 
distances. Extra wind over the 
deck is gained by steaming into 
the prevailing wind. 

The artificial wind would be 
created by powerful generators 
placed beneath the deck at the 
stern of the carrier. These may 


be engine-driven propellers, or 
more likely, jet engines. The 
wind would be directed through 
louvres in the landing deck 
towards the landing aircraft 
The direction of the air leav- 
ing the louvres would be con- 
trolled by flaps on the stern to 
allow for the varying approach 
angles of different aircraft 
The result should be a sharp 
reduction in the touch-down 


speed of carrier-borne aircraft 
Using RB211 jet engines to pro- 
dace the wind it is estimated 
that touch-down speeds of less 
than 20 knots, relative to the 
aircraft carrier, may be possible 
for aircraft which normally 
approach at about 120 knots. 

The idea is being tested in a 
wind tunnel at Farnborough, 
and is one of a number of pro- 
jects to enable the EFA to use 
aircraft carriers. If successful it 
would be another first for Brit- 
ish aeronautical engineers who 
earlier invented the steam cata- 
pult and the angled deck. 

Michael Sibley 
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Trade ban 
fails test 



nmopsAN 

COURT 


An BU 
country can- 
not prohibit 
trade 
between 
member 
states in a 
product 
manu fac- 
tored outside the EU. 
merely because the owner 
of the trademark in the 
importing member state 
does not consent, the Euro- 
pean Court of Justice ruled. 

The ruling arose in the 
context erf a damages action 
for . breach of contract 
before the French courts. 
The action was for wrong- 
ful termination of a con- 
tract to purchase a plant 
health product manufac- 
tured. in Turkey but 
imported into France from 
Germany. - • 

The purchaser had can- 
celled the contract on the 
grounds that the French 
trademark owner would 
not agree to the marketing 
of the product and that 
under French law. the sale 
should not go ahead. 

The seller of the product 
argued that French law 
was incompatible with 
European law, because 
under European law prod- 
ucts lawfully imparted and 
marketed in any member 
state ' could be traded 
throughout the EU without 
sestriction. 

The French court 
referred the issue to Lux- 
embourg for determination. 
The Court first found that 
the relevant European law 
provisions applicable to the 
case were those in the 
European Trade Mark 
Directive.- 

These provided that 
trademark owners were not 
entitled to prohibit the use 
of - their marks in- relation 
to goods which had already 
been put on to the market 
ift the EU under those 
marks by. their owners or 
with their consent. 

However, the court said 
that prohibition did not 
apply when legitimate rea- 
sons. existed for the trade- 
mark owner to oppose the 

farther commercialisation 

the. product In question. 


The national court men- 
tioned that the product to 
be imported into France 
would not have undergone 
any change except for the 
addition of a label designed 
to comply with French law 

Despite the fact that the 
case was to be interpreted 
in the light of the direc- 
tive’s provisions and not 
those of the treaty, the 
Court said its jurispru- 
dence on the matter of the 
exhaustion of trademark 
rights arising out of judg- 
ments dealing with the rel- 
evant provisions of the 
treaty, was relevant in the 
present matter. 

That jurisprudence pro- 
vided that the owner of a 
trademark protected by the 
legislation of one member 
state could not rely on that 
legislation to prevent the 
importation or marketing 
of a relevant product which 
had been marketed either 
by that owner or with his 
consent in another member 
state. 

The Court reiterated that 
such a doctrine applied 
where the owners of the 
mark in both the exporting 
and importing country 
were either identical or 
were different but linked 
economically. 

According to the order 
for reference from the 
French court, holders of 
trademarks in Germany 
and France fell in those cat- 
egories. 

The Court then held that 
the fact that the product in 
question was manufactured 
outside the EU was of no 
importance. The judges 
found that the French rules 
which allowed the owner of 
the trademark in France to 
sue for infringement on the 
basis that there was no 
consent for the importation 
of the product from Ger- 
many. were incompatible 
with European law, 

C-352/S5.- Phythero n Interna- 
tional SA v Jean Bourdon 
SA, ECJ 5CB, March 20 
19S7. 
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Clariant shuffles 
its management 

Clariant, the Swiss chemicals 
company, may be taking over 
Hoechst’s much bigger specialty 
chemicals business, but Hoechst’s 
younger executives are going to 
play a prominent role in what will 
be the world's biggest specialty 
chemicals company. 

Rolf Schweizer. 66, continues as 
chairman of Clari ant’s manage- 
ment board but Karl -Gerhard Sei- 
fert, 51. a senior Hoechst executive, 
takes over from Martin Syz as Clar- 
iant's chief executive. Syz, 61, 
becomes chief operating officer and 
will be responsible for the integra- 
tion of the divisions in the new 
company. 

Clariant's old divisional struc- 
ture has been replaced by six new 
divisions, four of which will be 
headed by Hoechst executives. 
Ulrich Cuntze (cellulose ethers and 
polymerisates); Gfinther Hencken 
(Master-batches); Klaus Warning 
(surfactants); Hartmut Wiezer (fine 
chemicals). From the Clariant side, 
Peter Brandenburg will head the 
process and performance products 
division and Victor Sanahqja will 
run the pigments and additives 


division. The heads of the divisions 
will report to the chief executive. 

Roland LOsser, Clariant's chief 
financial officer, keeps the same 
job. However, Hanspeter Kndpfel 
has been put in charge of business 
development Reinhard Handte of 
Hoechst will head the German 
Clariant and be responsible for 
research and development and 
environmental protection and 
safety at the group level. Joachim 
Mahler, another Hoechst executive, 
will coordinate the regions. Wil- 
liam HaO, Zurich 

World Bank auditor 

Brian Smouha, 
currently a liqui- 
dator of the col- 
lapsed Bank of 
Credit and Com- 
merce Interna- 
tional, has been 
appointed lead 
auditor to The 
World Bank. 
Smouha. 58, will be moving to 
Washington DC to take up his new 
post, and will be joining the US 
firm of Deloltte & Touche although 
he may remain a partner of the UK 
firm. Smouha (pictured left) has 
been involved in several high-pro- 


file marathon appointments as an 
insolvency expert 

He was a Liquidator of Banco 
Ambrosiano, the collapse of which 
followed the discovery in June 1982 
of the body of Roberto Calvi, Its 
chairman, hanging under Black- 
friars bridge in central London. 
The scandal embroiled the Vatican 
bank and some of Italy's best 
known financial names. 

The liquidation of BCC1 has 
recently been marked by the first 
payment to creditors five years 
after the bank's collapse following 
the discovery of the world’s biggest 
banking fraud. Both liquidations 
broke new ground in organising 
cross-border insolvencies. 

Deloitte & Touche take over tbe 
audit of the bank for the coming 
year from Price Waterhouse. Jim 
Kelly, London 

Novell’s new head 

Eric Schmidt, an Internet software 
pioneer, joins Novell, the strug- 
gling computer network software 
company, on April 7, as chairman 
and chief executive. 

Schmidt joins Novefl from Sun 
Microsystems where as chief tech- 
nology officer he spearheaded the 
development of the widely-used 


Java programming language. 

Prior to joining Son in 1983, 
Schmidt was a member of the 
research staff at Xerox and held 
positions at BeD Laboratories and 
Zilog. 

Novell has been searching for a 
new chief executive since the resig- 
nation of Robert Frankenberg. for 
persona] reasons, last August, 
John Young, farmer chief execu- 
tive of Hewlett-Packard and a 
member of Novell's board, had 
been acting chairman of Novell on 
a temporary basis. Young will step 
down to become vice chairman. 

The appointment is seen as a 
coup for Novell, which has been 
struggling to regain Its momentum 
for tbe past year. A long-time 
leader in the market for computer 
network operating systems, Novell 
floundered through a series of 
acquisitions in the early 1990s that 
failed to live up to expectations. 
Louise Kehoe. San Francisco 

JCFs new chairman 

Mzi Khumalo, a former detainee 
who spent 12 years with Nelson 
Mandela on Robben island, the 
notorious jail for political prison- 
ers. has been appointed chairman 
of JCL the world’s sixth largest 


gold producer. 

His appointment marks the birth 
of South Africa's first black-con- 
trolled mining house, following the 
sale in November of Anglo Ameri- 
can's controlling stake to the Afri- 
can Mining Group, a consortium of 
black buyers. 

He will be joined on the board by 
Reuel Khoza, chairman of the Afri- 
can Mining Group, which has 
agreed to pay R2.9bn for a 37 per 
cent stake in JCI. No more new 
directors will be appointed until 
the consortium, which failed to 
raise funds for the purchase ahead 
of the initial February 28 deadline, 
has paid for the acquisition. 

Khumalo was released during 
the general amnesty for political 
detainees in 1990. and eschewed 
the political limelight to concen- 
trate on building Capital Alliance, 
a black-controlled financial ser- 
vices group. 

In contrast to the earlier sale of 
Anglo's controlling stake in John- 
nie, an industrial holding group 
with an array of minority stakes in 
blue chip industries, JCI is an oper- 
ating company. "We are are mov- 
ing into a controlling position”. 
Khumalo said. “I am not interested 
in passive investments.” Mark 
Ashurst, Johannesburg 



ON THE MOVE 


■ SALOMON BROTHERS 
have appointed Justin 
Kennedy and Michael 
Yeatts, both as 
vice-president, Asia Pacific 
equity trading. Both have 
join from Wheelock NatWest 
Securities Hong Kong where 
they were directors of equity 
trading. 

■ Nick Salmon rejoins GEC 
ALSTHOM on June L as 
manag in g director of the 
power generation division, 
succeeding Kelvin Bray. 
Salmon, chief executive of 
Babcock International Group 
in -tbe UK, will be a member 
of the executive committee. 

■ ALUMAX INC have 
promoted Robert Wolf, 
vice-president and general 
counsel to senior 
vice-president and general 
counseL 

■ Paul Morris has joined 
SCHRODER CAPITAL 
MANAGEMENT as head of 
US equities. Sharon Haugh 
becomes chairman of 
Schroder Capital 
Management Inc. She takes 
over from David Salisbury 
who wfll remain on the SCM 
board. 

■ NXKKO EUROPE, the 
European investment 
banking arm of Nikko 
Securities, has appointed 


Bill Tweddle as managing 
director of fixed income 
sales. 

Nikko Europe has also 
established an analytical 
finance group within the 
fixed income division and 
appointed Tristan Williams 
and Kambiz Deljouie as 
directors to develop it. 

■ ZURICH INSURANCE 
GROUP has realigned 
resp onsibili ties at the level 
of the corporate executive 
board. Steven Gluckstem 
has been appointed to the 
board and Detlef Steiner, 
formerly responsible for 
reinsurance and alternative 
risk financing, takes over 

responsibility for the new 
corporate customers 
division. 

■ AC NIELSEN has' 
announced a reorganisation 
of its Asia Pacific region and 
appointed a new leadership 
team. Asia Pacific chairman 
K. N. Tang will oversee the 
area of strategic business 
units. 

■ Pehr Gyllenhammar is to 
join the supervisory board of 
POLYGRAM subject to 
formal approval by 
Polygram's shareholders at 
the company's next annual 
general meeting. He 
succeeds Frederick Hulton 
who is standing down at the 
end of his four year term. 


■ GUANGDONG 
DEVELOPMENT FUND 
have appointed Kang Dian 
and Christopher Rose as 
non-executive directors of 
the company. Cai Jinghua 
and John Richardson have 
resigned as non-executive 
directors. 

■ Dutch Bank ABN AMRO 
has appointed Nancy Fox as 
divisional director of 
securitisation within the 
bank's Australian operation. 
Col McKeith becomes head 
of treasury in Australia, 
replacing Peter Nichols who 
has left the bank. 

■ RAYCHEM 

CORPORATION, one of the 
world's leading materials 
science companies, has 
appointed Arati Prabhakar 
as senior vice-president and 
chief technology officer. 
Prah hakar has been serving 
in the Clinton 

administration as director of 
the US National Institute of 
Standards and Technology. 

■ ROCKWELL 
INTERNATIONAL CORP 
has appointed Dennis 
Popovec as vicepresident 
and treasurer. 

■ ROYAL BANK OF 
CANADA has appointed 
Kristin Yea tin an as senior 
manager in multinational 
banking. Yeatman will be 
responsible for corporates 


and government in Norway 
and forestry product 
companies in Europe. 

■ Ulf Spang has been 
appointed executive 
vice-president and chief 
financial officer of SKANDLA 
INSURANCE, from May L 

■ LIE BERT EUROPE has 
appointed Richard Phipps as 
European president. 

■ John Wright has left the 
post of chief executive at 
NORTHERN & NATIONAL 
IRISH BANK, Ireland which 
he has held since 1993. to 
head the Gulf Bank, Kuwait. 

■ Peter Eschenbach has 
joined INTERACCIONES 
GLOBAL to head the 
company's London office and 
cover institutional clients In 
the UK and Europe. 

■ HFS Inc has appointed 
Craig HoensheD, as 
chairman and chief 
executive of Long Island, 
NY-based Avis, the world's 
second largest rental car 
system, effective 
immediately. 

■ CREDIT SUISSE FIRST 
BOSTON has appointed Alan 
Smith as managing director 
and vice chairman of tbe 
company's Pacific region. 
Smith, to be based in Hong 
Kong, will act as a senior 
banker for major regional 
corporate and government 
entities. 


■ Colin Campbell has been 
appointed general manager 
for wholesale banking at 
NATIONAL AUSTRALIA 
BANK, subsidiary Bank of 
New Zealand. 

■ AMERICAN RE. a unit of 
Germany-based Munich Re 
Group, said that Paul 
Inderbitzin has resigned as 
chairman, president and 
chief executive to pursue 
personal business interests. 
Inderbitzin has been 
succeeded as president and 
chief executive by Edward 
Noonan, president of 
American Re-Insurance’s 
domestic insurance company 
operations since 1994. 

■ Andronico Luksic Craig 
becomes the new president 
of BANCO SANTIAGO, 
taking over from Julio 
Barriga, who has resigned. 
The changes in the 
management of Banco 
Santiago, the result of the 
January merger of Banco 
O’Higgins and Banco de 
Santiago, had been expected. 

■ Ridd Heifer, chairwoman 
of the FEDERAL DEPOSIT 
INSURANCE CORP. is 
resigning as head of the 
bank and savings institution 
regulatory agency with 
effect from June l. 

■ Ole Lund Is resigning at 
the end of March as 
president and chief 


operating officer of GN 
DAN A VOX, Denmark, but 
will remain available to the 
company in the subsequent 
period. Jom Rildegaard, GN 
Great Nordic, has been 
appointed as acting 
president and chief 
operating officer for GN 
Dana vox until a successor to 
Lund has been appointed. 

■ Benny Wong Pul-tong has 
resigned from the board of 
SWIRE PACIFIC and has 
been replaced by Davy Ho 
Cho-ytng. 

■ Larry McCurdy has been 
appointed president, chief 
executive and a director of 
ECHLIN INC. 

■ Prime Minister Kama! 
Ganzouri has appointed 
ex-banker Abdelgbani Gamie 
as chairman of the Egyptian 
stock exchange. He replaces 
Nassef Nazmi Girgis, a 
veteran broker who was 
elected by fellow brokers in 
1995. 

International 

appointments 

. Please fax information 
on new appointments 
and retirements to 
+44 171 873 3926. marked 
for International People. 

Set fax to ‘fine’. 
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Europe stronger in subdued trading 


GOVERNMENT BONDS 


By Samar (skandar 
in London and Lisa Brans ten 
in New York 

Most European bonds were 
slightly stronger yesterday, 
with the exception of the 
Italian market Trading was 
subdued in most markets, 
ahead of today's meeting of 
the US Federal Reserve's 
Open Market Committee. 

Rising expectations of an 
increase in interest rates by 
the Fed have been weighing 
on bond prices in the US 
Europe - but analysts 
believe a tigh tening of 25 
basis paints is now priced 
into the market 

Mr Adrian Owens, an 
economist at Julius Baer 
Investments, attributed yes- 
terday's rise to technical fac- 
tors. “The market was over- 
sold cm the belief that the 
Fed would tighten,” he said. 
“But now a rate rise is dis- 
counted and should not have 
much effect on prices. It 
would be seen as pre- 
emptive." 


German bunds managed a 
modest rise. In London, the 
June future on 10-year bunds 
closed 0.19 higher at 100.13. 

However, market strate- 
gists al Sanwa International 
warned that the market 
remained in a bearish mode. 
H A test of key support 
around 99-25 is likely on the 
back of a US rate hike.” they 
said. 

Italian BTPs under- 
performed bunds, their 
10-year yield spread widen- 
ing by 12 basis p oints to 196 
points. The June BTP future, 
listed in London, settled at 
124.50, down 0.58. after 
reaching an intraday low 
of 124.12. 

Analysts said the weak- 
ness was partly a technical 
retracement of last week's 
strength relative to other 
markets. BTPs' 10-year yield 
spread over bunds ended the 
week at 184 basis points, 
down from 205 points on 
Monday. 

Ms Sharda Persaud, an 
economist at San Paolo 
Bank, said that traders were 
also worried that the mini- 


budget, due to be revealed 
on Friday, might “not go as 
far as expected”. Two key 
areas in need of r efor m, pub- 
lic health and pensions, 
might not be touched. 

Furthermore, market par- 
ticipants were hoping the 
mini-budget would include 
savings of up to L20,000bn. 
But Ms Persaud said the 
savings were more likely to 
be about LlS.OOObn. 

Another factor weighing 
on Italian bonds Is the 
diminishing likelihood of 
further cuts in Interest rates 
by the Bank of Italy. Ms Per- 
saud said a monetary easing 
was becoming less likely 
because of indications of 
stronger economic growth. 

“We have seen the last of 
any cuts we are going to see, 
especially if the US Fed 
raises its rates,” she said. 

Mr Owens at Julius Baer 
also warned that “the high- 
yielding markets tend to 
under-perform in an environ- 
ment of rising rates”. 

UK gilts were supported 
by bullish economic data. 
The June long gilt future 


rose l A to settle at 109ft, then 
gained another *.4 in after- 
hours trading. 

The annual rate of growth 
of gross domestic product 
was revised to 2.6 per cent 
for the fourth quarter of 
1996, from a preliminary esti- 
mate of 2.7 per cent 

Although the revision was 
minimal, economists at 
Nikko Europe pointed out 
that “the failure of consump- 
tion to grow more strongly 
adds weight to the view that 
[interest] rates will remain 
on hold for the time being”. 

French bonds also suffered 
from the uncertain interest 
rate environment, especially 
from comments by Mr Ernst 
Welteke, a Bundesbank 
board member, who said 
that German rates would 
have to rise if the US Fed 
tightens policy today. 

Although the June 
notional future rose 0.02 to 
close at 127.86, OATs traded 
in the rmkIi market underper- 
formed bunds. The 10-year 
yield spread of bunds over 
OATs narrowed from 13 
basis points to 10 points. 


US Treasury bonds 
climbed in quiet trading 
early yesterday, as the mar- 
ket braced itself for an 
increase in interest rates, 
which most on Wall Street 
expect today. 

In late morning trade the 
benchmark 30-year Treasury 
was ft stronger at 96 to yield 
6.938 per cent, while the two- 
year note rose ft to 99ft, 
yielding 6.255 per cent The 
Chicago-listed June 30-year 
bond future rose '/• to I08jg. 

Activity was extremely 
quiet as traders awaited the 
outcome of today's meeting 
of the FOMC. A majority of 
economists are forecasting a 
25 basts point increase in the 
target Federal funds rate. 

Mr John SpineDo, a gov- 
ernment securities strategist 
at Merrill Lynch, said most 
investors had already placed 
their bets by the end of last 
week, which allowed the 
market to post some gains 
early yesterday. 

“Z think the market is psy- 
chologically ready for the 
Fed to make the move,” he 
said. “If you did get the 


move there would be a knee- 
jerk reaction to the down- 
side, but it would settle not a 
lot lower than It Is now.” 

• The London International 
Financial Futures and 
Options Exchange and Deut- 
sche TerminhOrae, the two 
exchanges that list futures 
contracts on German bunds, 
yesterday suspended trading 
in the December 1997 maturi- 
ties of those contracts. 

I.rffa said it was suspend- 
ing the contract pending a 
review of legal specifica- 
tions, particularly criteria 
for deliverable debt. 

This move follows the 

ftpwmTnppmpn t by fhp R rmri - 

esbank outlining its i ss im n fg 
policy for the second quar- 
ter, which shows a change to 
the issuance of 10-year debt 

Laffe said the suspension 
did not affect members or 
end-users of its products, 
since there was no open 
interest on the December 
maturity. DTB also 
suspended dealings in its 
December bund future, 
which was expected to start 
trading today. 


NatWest securitises 
£1 bn of housing loans 


New international bond issues 


INTERNATIONAL BONDS 


By Edward Luce 

NatWest Market's £Ibn 
securitised offering domi- 
nated otherwise lacklustre 
trading yesterday ahead of 
today's meeting of the US 
Federal Reserve. 

The seven-tranche offer- 
ing. which will be serviced 
by income from 38,000 loans 
to British public housing 
associations, is the largest 
such exercise under the UK’s 
private finance initiative, 
which enables the state to 
take financial assets off its 
balance sheet. 


WORLD BOND PRICES 


Traders said that the Al 
£727m tranche, priced at 60 
basis points over long-dated 
UK gilts, received a cautious 
response in the markets. 

The offering, which car- 
ried an average maturity of 
28.6 years, bad initially been 
p re-marketed at around 45 
basis points over gilts, say 
traders. But NatWest had 
widened the spread after 
consulting investors. 

“Once a lead manager 
backs off like that and wid- 
ens the offer spread, the 
market gets the feeling it 
could wait for some more 
widening before it's worth 
buying. It may take a little 


while for NatWest to clear 
this paper,” said one trader. 

Traders also said the sec- 
ond tranche of the offering - 
the A2 £ll5ni bonds priced at 
80 basis points over gilts - 
had caused problems. The 
tranche was set up to handle 
unexpected loan prepay- 
ments by the housing associ- 
ations. “There is no real 
benchmark for a fixed-rate 
prepayment risk.” said one 
trader. “So it is very difficult 
to get the pricing right” 

NatWest said most of the 
bonds sold had been distrib- 
uted to UK institutions - 
particularly pension funds, 
life insurance companies and 
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some asset-backed compa- 
nies. Officials said proceeds 
from the loan would go 
through Orchard brooke, a 
special holding company, 
which would in turn service 
the debt The exercise covers 
about half the UK's 2,000 
housing associations, which 
are under charter to provide 
low-cost housing. 

The securitisation is the 


latest and the largest to date 
in a series of asset-backed 
deals under the UK's private 
finance initiative. Last Octo- 
ber, a consortium which 
owned the UK Ministry of 
Defence's living quarters 
issued a £900m bond backed 
by rental incomes from the 
tenants. 

Other UK securitisation 
deals are thought to include 


lease income from property 
owned by the Department of 
Social Security and the gov- 
ernment’s student loan port- 
folio. 

Bankers in London said 
that an incoming Labour 
government would not be 
expected to oppose the 
scheme. 

See UK News, First Section 


CAPITAL MARKETS NEWS DIGEST 


Record year for 
securities issuance 

AD previous record volumes of primary issuance and 

secondary market turnover were surpassed last year, 
according to the 1996 annual report of the Interna ti o n al 
Securities Market Association. New issues of securities 
rose to the equivalent of $7i6bn, up 59 per cent from 1995. 

Mr John Langton, Tamn chief executive, attributed the 
surge to several factors, including “a d eclining interest 
rate pattern,* low inflation: relative currency stability; ana 
the natural desire of borrowers to lock-in so me of their 
borrowing reqpfremexits at historically attractive rates” . 

Issuance In the dollar sector more doubled, from 
f!46bn In 1995 to $337hn last year, while the D-Mark 
sector retreated from. $89bn equivalent to $79bn. Sterling 
issuance was particularly strong, rising 255 per cent to 
the equivalent of $Slbn. In total, some 30 different 
currencies ram# to the market, evidence of global 
investor dpmanri according to i«ma. 

Secondary market trading also rose substantially. The 
rnmfrtngd turnover reported by Cedel and Eharoclear, the 
internati onal clearing banks, readied $45 ,033b n, up . 
roughly 31 percent from $34,456bn in 1996. 

Samer Iskandar 

Egypt to raise E£3bn 

Egypt plans to issue up to EESbn ($88Qm) hi short-term 
bonds to retire a part of its domestic debt and restore 
conscience in the Egyptian pound. The issue, which Is 
expected to have a 9 -25 per cent coupon and to be made in 
May, caraes ami d calls from foreign fmanriai Institutions 
for Egypt to develop its debt market Egypt’s internal debt 
is predicted to reach EEL35hn, or 54 per cent of GDP, in 
June, down from 61 per cart of-GDP a year earlier. 

Plans for a two-year international or eurobond have 
been mooted in recent months and the government has 
also been considering an issue of locally-traded Egyptian 
pound bonds, to follow an E£4bn issue of seven-year 
bands last October. Due to heavy oversubscription of 
previous issues, interest rates have diminished on 
treasury bills. Mark Bubtmd. Cairo 

Philippine samurai planned 

The state-owned Development Bank of the FMippmes is 
set to issue $200m worth of samurai bonds to finance its 
v> ringing loads. An official from the Department of 
Finance said the Japanese market had been chosen 
because it offered favourable rates. The issue, whose 
launch is planned within the next two to three months, Is 
expected to have a rate of 3 par cent or less and a 
minimum tenor of five years. 

Delays in the release of money from, state pension funds 
far the government's housing programme have led to ! . 
delays in ***** irv- ai hmurfrig backlog and pressure mi 
property groups such as GAP Homes, the low-cost bousing 
specialist, causing a decline in property share prices. The 
Department of Finance is now looking at ways to develop 
a secondary mortgage market Justin Marozn, Manila 
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Italy 

■ NOTIONAL ITALIAN GOVT. BOND (BTP) FUTURES 

(UFFET Lie 200m lOOths of 100% 

Open Sett price Change High Low Eel vol Open int 
Jun 125.35 124.50 -0.58 125.43 124.12 57956 105327 

Sep 124.00 124.56 -058 124J0 124.50 88 3124 

■ ITALIAN OOVT. BOND (BTPJ FUTURES OPTIONS (LFFEJ Ura200m lOOtftt of 100% 
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■ NOTIONAL SPANISH BOND FUTURES (MEFF) 


Open Sett price Change High Low Est voL Open int 
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110.31 - 
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UK 

■ NOTIONAL UK QB.T FUTURES (UFFET E50-000 32nda of 100% 

Open Sett price Change High Low Est vol Open hit 
Mer 109-27 109-28 +0-05 109-27 109-15 9B8 22810 

Jun 109-11 109-10 +0-04 109-14 108-27 53210 178266 

■ LONG GILT FUTURES OPTIONS (UFFE) £50,000 64ths ol 100% 


FT Fixed Interest Indices 

Mar 24 Mar 21 Mar 20 Mar 19 Mar 18 Yr ago UW 

Govt Secs. (UK) 94.11 93.B0 93-88 94.07 94.56 9230 06.74 91.69 OH Edged bargains : NA 107.3 16&4 

Fixed Interest 117.68 117J88 118.05 liaiO 11123 11QJ8 120.18 110.74 5^ overage NA * 115-0 .. TUL2 
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BOND FUTURES AND OPTIONS 
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■ NOTIONAL FRENCH BOND FUTURES (MATIF) FFr500.000 
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Germany 

■ NOTIONAL GERMAN BUND FUTURES {UFFET DM250.000 lOOths at 100% 
Open Sett price Change High Lew Eat vol Open tm. 
Jun 100.04 100.13 +0.19 10020 93.89 126611 239041 

Sep 9930 99.20 +0.12 9930 99.02 501 1060 
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E*-+n Bank Japai 8 02 . 
Dport Dev Corp 9*2 SB . 
EonnCapmoiH 


.500 103% 
. 1500 15 

.1500 V»a 
-500 87* 
.1000 95% 
- 3t» 105*4 
-BOO 97 
-500 95% 
-500 104% 
-150 MW, 
.1800 0* 


101*8 

ItHSg 

93 

10^ 

15*e 


730 

648 

735 

669 

672 

646 

651 

872 

630 

895 

am 


£fr*»7l|£B 

Stofeswegan U Hn 7 03 , 

Worid Sark 5% 03 

WoUMfitVB 

Wcrid Bnk 7*| 05 


.4000 lortf Wft 
.1000 107 107*4 

.3000 103** 103*4 
.3000 101% 104% 


AbbarAU7)asbfy809£ — ’ t 000 100% 

MWiland8%23£ 150 90% 

Domic 6% 982 i —.800 . 99% 


732 

611 


DqpbHwc>7%03£. 
BB803E — i 


SWISS RMMC STRMOHIS 

Astoi Dfe Bo4c 0 16 500 

Autta4%Q0 1000 


-5C0 B5% 
WOO 101% 
- 500 - 90% 


Danmak4%8B . 

SB 3% 96 

B88% 04 

Rtend 7% 89 . 


UDO 


.1000 


.900 


.300 


98% +% 733 
98 +% 899 
96 t*a 730 
105% «% 648 


HriabeFtarce3% 00 1000 

bated 7% 00 100 


97*4 

85% 

104% 

103% 


7.18 


Mer Am Dor 4% 03. 

Ontario B% 03 

CtetMC Hytbi 5 08 — 
SNCF7 04, 


.600 


.100 


+% 663 SeedEr4%03. 


. 450 


Japan 

■ NOTIONAL LONG TERM JAPANESE OOVT. BOND FUTURES 
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CURRENCIES AND MONEY 


Dollar steady in quiet trade 


MARKETS REPORT 


'By Enruko Terazbno 

The dollar closed marginally 
higher after a quiet: session 
as traders remained cautions 
ahead of today's US Federal 
Open Market Committee 
meeting. 

. The US currency rose 0.4 
pfennigs against the D-Mark 
to DM1.688 and Y0.385 
against the yen to Y125L82. 
Traders waited for the 
FOMC meeting at which the 
US. Federal Reserve is expec- 
ted to raise interest rates. 

The consensus is that the 
Fed will increase rates by 25 
basis points, although some 
analysts pointed out there is 
a small risk that rates may 
remain unchanged, or raised 
by 50 basis points instead. 
Since a 25 basis point 
increase has been discounted 
into .the dollar, anything dif- 
ferent could come as a nasty 
shock. Leaving interest rates 
unchanged may especially 
be negative for sentiment. 


said Mr Michael Burton, 
head of foreign exchange 
sales at Goldman Sachs in 
London. “There is a danger 
of not giving the market the 
medicine it needs," he 
added. 

■ Sterling gained ground 
supported by strong eco- 
nomic data and a weaker 
D-Mark. The pound gained 
2.2 pfennigs against the 
D-Mark closing at DM2.7217 
after hitting the highest 
level in two weeks in earner 
trading. 

GDP growth for the fourth 
quarter were in line with 
forecasts, but followed a 
spate of stronger-thazvexpeo- 
ted economic figures last 
week, fuelling perceptions of 
a rise in UK interest rates 
after the general election on 
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May L While electoral uncer- 
tainty is expected to keep 
some investors from taking 
large positions, the pound 
has priced in a clear Labour 
victory, said traders. 

With the economy show- 
ing signs of continued 
growth, a new Labour gov- 
ernment is likely to raise 
interest rates before the 
summer recess. One risk, 
however, would be a hung 
parliament, said Mr Steve 
Hannah, head of research at 
IBJ International in London, 
“It would be disaster for the 
markets since it would 
muddy the waters,” he said. 

■ Rumbles over the Euro- 
pean monetary uninn contin- 
ued to affect sentiment Mr 
Ttaeo Waigel, the German 
finance minister, became the 
most recent to cause jitters 
over Emu, as reports of bis 
comments that welfare cuts 
and even tax hikes were the 
price of Germany joining 
Emu highlighted the rift 
between him and chancellor 
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Helmut Kohl. Attempts by 
the Italian government to 
introduce a fiscal package by 
the end of this week to bring 
the country in line with the 
Emu convergence criteria is 
expected to cause volatility 
this week. “Emu will be the 
focus of the market until the 
Amsterdam summit in 
June," said Mr Michael 
Burke, senior economist at 
Citibank. 


■ The Swiss franc closed 
almost unchanged ending at 
86.32 centimes against the 
D-Mark in Zurich. The cur- 
rency bad recently gained 
ground on hopes that that it 
would be a “safe haven" 
amid Emu jitters, but was 
hit late last week by com- 
ments by Mr Bruno Gehrig, 
board member of tbe Swiss 
National Bank, that mone- 
tary policy would be eased 
further in the event of franc 
strength. 

Mr Gehrig noted weak 
domestic lending, adding 
that unlimited intervention 
would be applied as last 
resort in order to prevent 
the Swiss franc from rising, 
and some traders fear that 
the currency may be close to 
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the top of SNB's target range 
against the D-Mark. 

■ Fears of a further rise in 
the consumption tax hit the 
Tokyo stock market, drag- 
ging down the yen. While 
tbe Japanese currency 
regained some ground, ana- 
lysts expect the yen to 
weaken following the start 
of the new fiscal year next 
month due to the outflow of 
capital. 

■ Seven of the 10 riskiest 
currencies are in Eastern 
Europe and the former 
Soviet Union, says the DRI/ 
McGraw-Hill’s Global Risk 
Service. Unsurprisingly, its 
latest Country' Risk Review 
ranks the Albanian lek as 
the world's riskiest currency 
followed by tbe Zairean zaire 
and the Syrian pound. The 
probability that the top ten 
riskiest countries may suc- 
cumb to a currency deprecia- 
tion during the next 12 
months range from 75 per 
cent to 45 per cent 
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33679 

33605 

. 

- 

- 

- 

- 

. 

. 

Japan 

(Y) 

122515 

+0365 780 -650 

723.170 

122270 

12228 

52 

121255 

5.1 

116455 

52 

124.0 

Malaysia 

(MS) 

24763 

-05004 778 - 788 

2.4822 

2.4770 

24811 

-14 

24865 

-1.3 

25078 

-12 

. 

New Zealand 

(NZS) 

1.4365 

-05039 356 - 372 

1.4376 

1.4344 

1.4S88 

-13 

1.4431 

-13 

7.4638 

-13 

. 

PhEppews 

(Peso) 

263440 

- 200 - 680 

263660 

263200 

. 

. 

. 

- 

. 

. 

- 

Sax* Arabia 

(Sfl) 

3.75(5 

- 504 - 500 

3.7507 

3.7503 

3.7508 

-0.1 

1751? 

-0.1 

3.7537 

-0.1 

. 

Singapore 

(SS) 

14390 

-05075 335 -385 

1-4450 

1.4370 

1.4368 

13 

1.4323 

13 

1411 

13 

- 

South Africa 

m 

4.4285 

+0.0005 270 - 300 

4.4385 

44270 

4.4692 

-11.0 

43442 

-105 

4359 

-9.7 

- 

South Korea 

(Won) 

688600 

+3 000 - 000 

889500 

885300 

- 

- 

- 

- 

- 

. 

- 

Taiwan 

(t» 

275300 

+059 100 - 500 

27.6530 

273450 

27.6301 

03 

77.6303 

05 

- 



Thaiand 

(BO 

255650 

+0515 600 - 700 

253950 

253350 

28.055 

-42 

262225 

-45 

2686 

-34 

- 


t SDR rtt» per S lor Mar 20. BtotoOer apreafte bi the Deter Spot tab*© show onhr tbs last Jiw dtdnri ptacas. Forward rates era nol dkectfy 
quoad to the market but are impied by curort Inte res t rates. UK. Irdaiid 5 ECU are quoted in US curroruy. J P. Morgan nam'd indices Mar 
20r Bare average 1990-100 

The raehmvp rasas pored In one table are ttea owstotte on the traamat at bcjc/^avnrJTxara 


WORLD INTEREST RATES 


MONEY RATES 

Msrcfc 24 Over 

right 

O « 
month 

Thrw 

mlhs 

Sot 

mths 

One 

year 

Lamb. 

Inter. 

Ote. 

rate 

Repo 

rate 

Helghim 

3S 

3’j 

3«.' 

3'A 

3" 

830 

250 

_ 

Franc* 

3% 


3i! 


32 

3.10 


4.75 

Qaranny 

3J 


3i 

3JJ 

34 

450 

250 

3.00 

Ireland 

5i: 

a; 

5*k 

5S 

5*9 

- 

- 

625 

Bat, 


7’J 

7i 

TJ 


825 

6.75 

738 

Netherlands 

3£ 


32 

yjt 

3m 

- 

330 

330 

Switzerland 

I's 

2s! 

2 


12 

- 

1.00 

- 

US 

52 

5S 

55 


61i 

- 

5.00 

- 

Japan 

ii 

1* 

T% 

*3 

VI 

V 

H 

- 

050 

- 


5B 

S2 

5% 

6i 

- 

- 

- 

5.45 

5.52 

534 

5.92 

- 

- 

- 

4£ 


4V, 


- 

- 

- 

32 

3 

3i 

33 

- 

- 

- 


■ S UBQfl FT London 
bvartmnk Rtdng 
US Dofer CD* 

ECU Linked Da 

SDR Linked Da 

S LIBOR hMtmnir lung race aro oMnd rates lor SiOm quoted to the market bv tour 
ratocnc* banka at Ham oach working day. The banks an r Bankers Trust. Bank d Tokyo 
UvntesN. Barckws and NaOonrt WestnWraar 

tJba tales are Swm lor the domras Money fetes. UBS CDs, ECU S SDR Lifted Deoma ttH 

EURO CURRENCY INTEREST RATES 

Mar 24 Stun 7 days One Three Si* One 

terra ixslce month months months year 


Belgen Franc 

3^4 - 

3’+ 

3«2 

31+ 

3ft 

-3ft 

3ft 

-3ft 

3ft 

-3a 

3ft - 

3ft 

Danfcli Krone 

3ft ■ 

3 ii 

3J? 

3ft 

3fi 

■ 3,*. 

37+ 

■3h 


-3k 

4ft 

- 4 

German Mark 

3ft - 

3ft 

3k 

3>s 

3% 

■ 3U 

Oh 

■ 3^i 

3U 

■31* 

3ft - 

3ft 

Dutch Guilder 

3ft - 

3ft 

3ft 

3ft 

3^4 

-3> a 


■ 3^» 

3»2 

-3^ 

3U- 

313 

French Franc 

3*1 - 

3ft 

3ft 

3ft 

3ii 

■3ft 


■ 3ft 

3»! 

-3W 

3* • 

3h 

Portuguese Esc. 

eft- 

6ft 

Bft 

6ft 

6ft 

•6,4 

6 ft 

■6ft 

ft* 

-6ft 

6ft - 

6ft 

Spaneh Peseta 

5 ii' 

HI 

512 

Hi 

512 


Hi 

■ 54* 

si5 

-5(1 

Sh - 

sis 

Starting 

6ft ■ 

sil 

6>+ 

61, 

6^ 

■ 61, 

eft 

■ 6ft 

flii 

-6ft 

7ft - 

6!l 

Swiss Franc 

2 l » • 

ih 

«l 

23 

21* 

■2 ft 

iU 

■ I’* 

2 - 


j . 


Canadian Dollar 

3ft • 

«J 

3h 

- 3 

3ft 

3ft 

3ft 

3ft 

3ii 

-3ft 

4ft - 

3JI 

US Dolor 

5J&- 

S& 

5ft- 

5ft 

5ft 

5ft 

54* 

■5*8 

sii 

- 5i’i 

6,1- 

6i» 

Italian Lira 

ri? 


7ft ■ 

7ft 

7JJ 

■7ft 

7J3 

7H 

7B 

- 7ft 

Tli • 

T«+ 

Japanese Yen 

il- 

It 

1ft- 

1ft 

ii 

C 

ft 

» 

5b 

-u 

fi- 

h 

Aslan SStng 

3»« 

■ 3 

3ft- 

3ft 

3ft 

■3ft 

3ft 

3ft 

aft 

- 3ft 

3i* - 

3ft 


Short term isles m cd? (or the US Deter and Yen, others two days’ i 

pmoR FUTURES (MAUFiParts womai* ottered rate 



Open 

Senprice Change 

High 

Low 

EsL val Open WVL 

Jun 

96.52 

96.52 

- 

9654 

96.50 

9.150 

75586 

Sep 

9642 

96.42 

- 

96 43 

96.40 

3.174 

49565 

Dec 

9651 

9652 

+0.01 

9653 

9629 

2.946 

29.628 

■ THRBE MONTH EUROMAHK FUIUHU (UFFET DMIm prints of 10Q46 


Open 

Setl prtce Change 

High 

Low 

Est. vri 

Open int. 

Jun 

96.67 

06.68 

+051 

9659 

66.66 

20406 


Sop 

96.57 

96 58 

+0.01 

9653 

96.56 

9632 

192944 

Dec 

96.36 

93.39 

+0 02 

9641 

96 36 

15230 

191332 

Mar 

9620 

9620 

+0.02 

9621 

96.17 

9385 

143713 

■ ONE MONTH EUROMAHK FUTURES flJFFE)" DM3m pane of 10096 


Open 

Sen price Change 

High 

Low 

Ettt. vri 

Open Int. 

Apr 

96.74 

90.74 

-0.01 

96.74 

96.74 

37 

5133 

May 


96.73 

-0.01 



0 

4083 

Jun 

96.73 

96.73 

-O.OI 

96.70 

96.73 

20 

EOS 

JUl 


96.72 

-0.01 



0 

0 

■ THREE MONTH EUROURA FUTURES (UFFQ* L 1000m points Of 100% 


Open 

Sett price Change 

«gn 

Low 

Est. vri 

Open Ire. 

Jun 

92.80 

92.69 

-0.11 

92 82 

9265 

25611 

115495 

Sep 

93.09 

9258 

-0.10 

93.12 

9254 

14431 

58807 

Dec 

93.18 

93.07 

-a 09 

93 16 

93.02 

5493 

34110 

M« 

93.19 

93.08 

-O.Q9 

0320 

9302 

1756 

23199 

■ THIS MONTH EURO SWB8 FRANC FUTURES (UFFH SFrtin pabIB of 100% 


Open 

Sen price Change 

High 

Low 

EsL vri open kit 

Jun 

90.11 

98.13 

+ao2 

96.14 

90.10 

2757 

443SO 

Sep 

BP.07 

saos 

+0.02 

98.10 

98.07 

1587 

21385 

Dec 

97.94 

97.90 

+0.02 

97.96 

97.94 

471 

14864 

Mar 

9750 

9751 

+052 

9751 

97.79 

206 

6773 

■ THREE MONTH EUROTOEN RITURES flJFFQ YIQOm points ri 100% 


Open 

Sett price Change 

High 

Low 

Est- vri 

Open frtt. 

Jin 

9925 

9927 

-051 

9925 

99.25 

5 

n/a 

Sep 


99.11 

-0.01 



0 

n/e 

Dec 

9654 

03.93 

-051 

98.94 

96.94 

2 

n/a 

■ THREE MONTH ECU FUTURES (LIFFE) Ecu 1m prints of 100% 



Open 

Sett price Change 

Ugh 

low 

Egl vri Open bit 

Jun 

95.69 

95.68 

♦0.01 

95.70 

95.67 

734 

10481 

Sep 

95.64 

95.61 

-0.D1 

95.64 

95.61 

362 

5195 

Dec 

9554 

95.51 

-051 

95.54 

9550 

90 

4948 

Mar 

9556 

9557 

+5.01 

9559 

9555 

75 

3676 


* UFFE futuree «*> o traded on APT 

■ EUROURA OPTIONS (UFFE) LlOOOm prints oi 100% 


Strike 

Price 

Jun 

- CALLS - 
Sap 

Dec 

Jun 

— PUTS 
Sep 

9250 

0.44 

0.78 

053 

025 

0.30 

9275 

028 

0.62 

0.77 

024 

0.38 

9300 

0.18 

0.45 

ae2 

0.49 

0.47 


Dec 
036 
0.45 
055 

Esl «ol totaL Cette i«9S Puls 3353. Prewous day’s open H. Cals 728837 An 51752 


CROSS RATES AND DERIVATIVES 



EXCHANGE CROSS RATES 

Mer24 BFY DKr FFY 

DM 

£ 

L 

B 

NKr 

Es 

Pta 

SlCr 

SFr 

£ 

CS 

S 

Y 

Ecu 

Mflkrn 

(BFr) 

100 

18^6 

1635 

4344 

1.825 

4850 

5,448 

1938 

467.4 

411.1 

2130 

4.504 

1.790 

3351 

2370 

3523 

2498 

Dwmtofc 

(DKr) 

54.17 

10 

8354 

2324 

0388 

2627 

2351 

10L44 

2643 

222.7 

1137 

Z440 

0364 

3140 

1354 

1908 

1353 

Prance 

(FFr) 

61.17 

1120 

10 

2363 

1.116 

2967 

3.333 

11.79 

2983 

2513 

1341 

2.755 

1369 

Z417 

1-758 

2155 

1328 

Ounneny 

(DM) 

20L64 

3311 

3374 

1 

0377 

1001 

1.125 

3380 

1003 

8436 

4324 

0.930 

0368 

0.816 

0392 

7Z73 

0316 

Mmd 

' TO 

5420 

10.12 

8.958 

2355 

1 

2858 

2365 

1037 

267.1 

2253 

12.01 

Z468 

0376 

2.166 

1.573 

133.1 

1369 

fe» - 

W 

2262 

0.381 

0337 

0.100 

0338 

100. 

01112 

0388 

10.05 

8477 

0452 

0093 

0337 

0.081 

0359 

7285 

0352 

Nethertencto 

(F? 

1836 

3289 

3.001 

0389 

0335 

8903 

1 

3339 

89/48 

7546 

4.023 

0327 

0327 

0725 

0527 

64.67 

0458 

Norway 

(NKr) 

5137 

9375 

8.478 

2.51 2 

0346 

2515 

2325 

10 

252.8 

2133 

1137 

2.336 

0323 

2.049 

1.488 

182.7 

1295 

Portugal 

(Es) 

20.51 

3.787 

3354 

asw 

0374 

984.9 

1.118 

3.955 

100. 

8433 

4496 

0924 

0365 

0810 

0389 

7228 

0312 

Sprin 

(PfcO 

24 33 

4391 

3.977 

1.178 

0/444 

1180 

1325 

4390 

118.8 

ioa 

5331 

1396 

0433 

0361 

0698 

8571 

0608 

fewden 

(SKr) 

4533 

8.424 

7^59 

2310 

0333 

2213 

2/486 

8.738 

222.4 

1873 

10 

2-055 

0.812 

1303 

1.310 

1603 

1.140 

Swtaartamt 

(SR) 

2220 

4.099 

3329 

1.075 

0.405 

1077 

1309 

4381 

1083 

9136 

4366 

1 

0395 

0.B77 

0637 

7822 

0355 

UK .. 

(Q 

58.17 

1037 

9.1B2 

2.721 

1.025 

2724 

3J360 

10.83 

2733 

2303 

1231 

2330 

1 

2319 

1312 

1973 

1.408 

. Canada . 

(CS) 

2531 

4373 

4.133 

1326 

1462 

1228 

1379 

4.881 

123.4 

104.1 

5546 

1.140 

0451 

1 

0.728 

89.18 

0632 

in ■ ' 

n 

34.84 

6.433 

5.696 

1.688 

0336 

1890 

1398 

8.718 

1693 

1433 

7.636 

1369 

0320 

1.377 

1 

1223 

0870 

Japan 

CO 

28.38 

5240 

4340 

1.375 

0318 

1376 

1346 

5.472 

138.4 

116.7 

6320 

1378 

0505 

1.121 

0315 

ioa 

0709 

Boa 


40.04 

7381 

6345 

1339 

0.731 

1842 

2.181 

7.718 

1952 

1M.6 

3774 

1303 

0.713 

1.582 

1.149 

141.1 

1 


Onto Kroner, French Franc. Nomregfet Kroner, and Sweden Kronor par Itt Beiphn fioro. Yen. SmomSo, In otd Pesata per 100 
(0MM1 DM 125600 par DM • 


PMM) Yen 125 per Yen 100 



Opan 

Latest 

Change 

High 

Low 

Eat vri 

Opan tot 


Open 

Latest 

Change 

High 

Low 

Esl vri Open W_ 

Jill 

03858 

05951 

-00015 

05970 

03939 

23361 

59391 

Jun 

03237 

08236 

-03001 

03278 

0.8222 

25359 64.747 

Sep . 

05986 

03987 

-00017 

03987 

03986 

24 

23U 

Sep 

0.8380 

03850 

+0.002 

03380 

03350 

132 800 

Dec 


0.6020 

-03024 

- 

- 

2 

135 

Dec 

- 

03463 

"" 

- 

— 

91 213 


■ 6WI1 FRAMC WII1WBE8 (ttftfl SFt 126.000 per SFr 


■ STBbUUQ PimiWES (1MM) £62500 P» E 


Jun 

Sep 

Obc 


0.6013 

06970 


0.7052 -06014 


06885 

18.197 

37.704 

Jun 

13020 

1.8072 

+00048 

1.6110 

13986 

5817 

35777 

03868 

43 

2370 

Sep 

13882 

1.6060 

+03050 

1.6050 

1.S982 

115 

752 

0.7050 

1 

299 

Dec 

- 

1.6030 

+0.0054 

1.6030 

- 

78 

01 


UK INTEREST RATES 


LONDON MONEY RATES 

MerM Ovor- 


EMS EUROPEAN CURRENCY UNIT RATES 

Mar 24 


One Three 


Sri 


One 



riant 

notice 

month 

montha 


yur 

taatarft Storing 

6*a 

-5*8 

6ft 

58 

5*1 

-8 

6ft 

•6ft 

6*8 

eh. 

7 

6% 

3taftiOCOb. 


6ft- 

5JJ 

Bft 

-6ft 

eh 

6ft 

sii 

-6H 






58 

5% 

8 - 

58 




■ 

Bank SNk 





58- 

5% 

8 

Stf 

6ft 

5ft 

si! 

- 68 

local aithcrity dope. 

5H 

- 5ft 

5S 

512 

6ft 

58 

BA 

-6ft 

Sii 

5ft 

Qanuot MBtat depa 

8ft 

-5* 

6- 

5% 










UK clearing tarot ban lendng row 6 per can hoefl October 30. 1996 
Up to 1 1-3 3-6 6-9 


m onth month 


9-12 

months months months 


Mil of Tax dap. £100600) J>1 ft 5 5 4\ 

Ite dox unda ClOOOm te DwtMtowmriwjn tor gfei iMpte 
Aro. lender not et dMourt on Me 21. ^33 14pc. SX» tencl Sjf 

op dey Ftrh 28. lap taedd teat tor period Iter 26, 1997 to Apr 21. 1997, SJ+rne n T&spc. 

. rwai-raaL 1997. sefeme. IV* V 0298pe. Rnanc. 

feuwBma noa ehpc from u* i. w 

m Tiwuai aioirwtTKiitJw wmwg8(UFFBC5ogooo pojnttaf iodx __ 



Opan 

Sett price Change 

High 

Low 

Jun 

98.33 

9332 

- 

9333 

93.30 

Sap ’ 

9339 

93.04 

-0.01 

9336 

8331 

Oac . 

0231 

9230 

4M>1 

0231 

82.78 

H* 

92.62 

92.60 

-001 

9232 

9237 

■Jin 

0245 

02.48 

-002 

92.47 

32.43 

J fe> aated on APT.. M 

Ope* nmtat fee. eetor prewara 

day. 


12652 118017 
9504 85138 
8250 65697 
5794 45848 
1614 35699 


■ WIOUT 6TXMJWQ OWOW (LIPFB E500.000 printt e> 100% 

lb|| CALLS 11 — - PUTS 

fttea jun Sep Oee Am Sep 

*a» 0.17 U12 b-12 aio 063 

6360 . 0.05 005 aue 

9375 o.oi ace aos 


Dec 
057 

023 051 0.76 

a44 a 73 Mfi 

S* voi,'ieM..Crito 9062 Pets 19994. ftwkiue dfe^ op«" Cato 150266 Pt*» 153383 


Portu ga l 

Hiftead 

tratand 


We f h a rt a n ri a 


Germany 

Batgftnn 

Austria 

Prance 

tody 


UK 


Ecu can. 
rales 

Rate 

against Ecu 

Change 
on day 

% W- from 
can. rata 

% spread 
v weakest 

Div. 

Ind. 

197399 

196.036 

+0078 

-0.89 

3.14 

5 

535424 

532642 

+030743 

-048 

2.8? 

3 

0.798709 

0734620 

+0000821 

-802 

1106 

54 

1S3326 

165532 

+0122 

1.04 

107 

-7 

2.18979 

2.19310 

-000092 

1.07 

104 

-8 

734555 

7.43353 

+0.00363 

1J8) 

102 

-8 

1.02573 

1.94098 

♦oooosa 

136 

1.16 

-12 

39.7101 

402325 

+00143 

139 

1.12 

-0 

133485 

13.7253 

+0 0078 

130 

1.11 

-10 

645883 

637860 

+000300 

136 

056 

-16 

180648 

1952.79 

+407 

2.43 

ooo 

-18 

EMBERS 

295269 

307313 

+0.321 

405 

-105 

— 

0.793103 

0716641 

-0002672 

-8.84 

1308 

- 


Ecu cerftta rates set by tbe Erttpean Ccrmawa Connoas ■+ > 

P u ntaoe thanoro — br Ecu; a pcetara trmtft denotat « — ak 
bMaean two nMia: «• pereenage oflaraee beteeei the aatf moket and Ecu carnal raw tar ■ 
amnev, and the mtetara prnaned p a t n nts ge rft i i ii nn n e< the o«reneY» weriat rae few as Ea. 


sbengm. 

cunneyikrarpmee shows the ran 


■ p*M*naPWASE E/S OPTIOftS E31^50 (cents per pound 

Strtw - — CALLS PUTS 

Price Apr May Jtm Apr May 

1590 201 277 331 U77 156 

1500 1.40 226 236 059 

1610 064 160 160 1.62 


Jim 
219 

203 3.14 

252 

Pravtouedev* teL Cals 380 Pies 97. Pm*, dey* open mu CMte2S.11* Pi* 33603 
■ ptaLAPeiPWIA se P-MARK/« OPTIOtoS DMS25Q0 (S prr PM) 


Strike 

Price 

OS 90 
0506 
0600 
Provens 


Apr 

- CALLS - 
May 

Jun 

Apr 

~ PUTS - 
May 

Jun 

076 

1.16 

1.43 

0/41 

069 

0S5 

002 

ooo 

1.18 

064 

002 

ioa 

0.33 

068 

093 

006 

1.20 

15B 


day-a inL Cels ij*4Pm 2708 . Prov. toy's «*«i mu Ctos ZTAJSP** 395+0 


■ i HM GMOWlWEUIIOPOteLAllffMM) Sim prime Of 100% 


base lending rates 


% 

Arim&Crirpany 860 
AkadkatoBaM([Q&| 860 
WnyAnAachar 6.00. 
&t«i«Bto8da 860 
bnooGfeaslfecaya 600 
ButeronHa &oo 
teribatad 860 

BHirihda 600. 

SaricriSriCand 860 
tedayaBark - BOO 
BnBtrilMEM 660 
*9aao8af%lCauf 800 
WwKW 600 
660 

1beG04pM*»B«*&00 
Coutaaco am 
CnmaPaprivBapk boo 


OuncanlnMto 660 
EtotorBankUmaad 760 
FtaandriSGenBAflh 7.00 
•Ftabatt Ifemftv 6 CoriOO 
•Gumen Mahon 660 
HabbBmk AS Zurich 660 
•NwhMBwk 660 
Mxsarie 4 Gan kw Bk560 
toWtStoouri -80 

aHoaro&co goo 
Htmokong 8 Stangna 860 
(meat* Bank <W USB. 00 
Jritan Hodge Bank 6.00 
•Uepold Jbtof* S Sana 860 
Lloyd* Bank 800 

MdardSank 800 

NMNWiWto 660 
•fintotwt 8« 


ftoyriOkofSeotond too 
•Snoera Frioriender 660 
■arthS Mbnm SecsS60 
Saadoh WUmc Bank 660 
TSB 860 

UMgdBankoflOMfetaoO 
Unfly Trust Bank Pt 500 
Wbatem Trust *60 

WT****yl-axfc»rr 860 

Yortuthiro Baft. 660 

• incntHnri London 
B ws au s m Da rid n g 
ASBoefa^on 
* 6iaria*wo*lon 



Open 

Lasso 

Change 

«9h 

Low 

Esl vri 

Open hL 

Jun 

9407 

94.08 

-OOl 

9407 

9406 

100470 

505050 

Sep 

Dec 

93-81 

8081 

a 

9302 

9301 

74/425 

373024 

9308 

9309 

4001 

9300 

9308 

61,004 

958.474 


■ ipeTro»«teT«mi Funnies (ftafl Sim per 100 w 


Mar 

04.73 

94.73 

Jun 

94.61 

94.61 

Sep 

9406 

94.38 


+061 


9423 

9451 

9436 


94.71 

9461 

9434 


484 1,679 

1.077 6338 

745 2638 


Al Open kraras mar praras day 
H EUBWIAHK OPTlM» (UFFg DMIffl pains of 100% 


Strike — 
Price *1* 

9BS0 ai8 

0075 061 

0700 0 


May 

0.19 

0.02 

0 


CALLS - 

Jun 

Sep 

Apr 

May 


020 

017 

0 

OOl 

002 

004 

006 

008 

009 

0.11 

OOl 

OjOI 

002 

032 

033 


Sep 

0.09 

023 

043 


FM Irf. hurt. riwiMOuro 7ass. Prowaue dayV bpan nL. Cato «g«g Paa 230608 

u amo «W9B nunc OPTWWSfrffg} SFr Iffl points Cf 1QO»_ 


Softe 

Pries 


Jun 
067 
n n? 



Dec 

Jun 

- PUTS “ 
Sep 

Dec 

0.13 

014 

019 

020 

043 

0.05 

006 

039 

048 

OOO 

RWW 

dtf* epei W_ Cos 10» Acs 1385 
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COMMODITIES AND AGRICULTURE 


Robusta coffee futures fall 7.4% 


MARKETS REPORT 


By Alison Maitland, Kenneth 
Gooding and Robert Corane 


Robusta coffee futures fell 7.4 per 
cent in London after prices opened 
below a key chart point, sparking 
widespread selling by traders, 
funds and producers. 

The May second position dosed 
$123 down at $1340 in sizeable vol- 
ume. New York, which has risen 
faster this year and has already 
fallen significantly from its March 


5 ppafr , was off by just under 1 per 
cent in afternoon trading. 

Mr Lawrence Eagles, analyst 
with brokers GNL said the funda- 
mental reason behind the decline 
in prices this month was the expec- 
tation of lower second-quarter con- 
sumption coupled with domestic 
stockpiling. 

Hie London market has dropped 
nearly 16 per cent since its March 
11 peak of $1325. “This is confirma- 
tion that the bull market rally in 
robusta has ended for the time 
being," said Mr Eagles. 


Oil weakened as plentiful sup- 
plies of physical oil in northern 
Europe continued to exert down- 
ward pressure. Brent Blend for 
May delivery, the international 
benchmark, was quoted at around 
$19.75 in late trading on London's 
International Petroleum Exchange, 
24 cents below Friday's dose. 

The markets shrugged off news 
from Nigeria that the local subsid- 
iary of Royal Dutch/Shell, the 
Anglo- Dutch oil group, had shut in 
100.000 barrels a day of production 
in the western part of Rivers state 


because irate local residents had 
occupied six production stations 
and detained 127 workers. Oil 
exports from Nigeria have sot been 
reduced, 

Gold fell below $330 a troy ounce 
In London but quickly rebounded. 
Traders said the market was too 
nervous to try a break in either 
direction ahead of the expiry of 
European over-the-counter pre- 
cious metals options today. Gold’s 
price was “fixed’* in London yester- 
day afternoon at $35020 an ounce; 
$2.60 below Friday afternoon's fix. 


One Zurich trader suggested the 
price would hover near that level 
until the options expired - and we 
then likely to drift to a lower range 
of $345 to $347 an ounce. 

Opinions differed on whether an 
increase in US interest rates - 
widely expected today - would be 
bullish or bearish for gold. Hie 
bulls said a rise, would hit the 
stock market ami put upward pres- 
sure on gold prices; the bears 
suggested higher rates would 
dampen inflationary pressures and 
exert downward pressure on goM. 


Pepper exchange goes global 


C ochin's pepper 
futures market cur- 
rently has no dealing 
room. Traders gather in the 
front corridor of the India 
Pepper and Spice Trade 
Association headquarters. 
Its three-storey building 
sides a small lane in the 
south Indian port's historic 
Jewtown. one lined with 
antique shops lazy with 
browsing tourists and suf- 
fused with the scent of turm- 
eric, ginger and pepper from 
street-side warehouses. 

A chorus of yells occasion- 
ally bursts from the corridor, 
where a dozen traders in 
skirt-Hke dhotis and flip-flops 
huddle outside the brokers’ 
spartan offices. 

At one end of the corridor, 
a lone computer screen dis- 
plays the latest trading 
prices of the exchange’s 
three-month pepper con- 
tracts. It is among the 40- 
year-old exchange's few tech- 
nological concessions - 
unlike the wooden box 
beneath the computer 
screen, where pink trade 
slips must be stuffed by 
hand into a small slot 
But change is nigh. In an 
empty, cool-grey and air con- 
ditioned room upstairs, 23 
trim open-plan booths line a 
pristine new dealing room. 
At the back, a computer 
room is set up far the deliv- 
ery of two servers and six 
workstations. Delivery is 
due any week now, says Mr 
P. Sethuram, secretary of the 
pepper and spice association. 


Then Cochin will be set to 
go global By April, says Mr 
Sethuram. it will become 
India's first international 
commodities exchange. 

Cochin's elevation to inter- 
national status has been four 
years in the making. In 1993 
- during a slump in pepper 
prices - the five producer 
nations comprising the Inter- 
national Pepper Community 
(India, Brazil, Malaysia. 
Indonesia and Thailand ) 
decided to examine ways of 
offering a global hedging 
mechanism for pepper, the 
world's most traded spice. 

A study was commissioned 
and last autumn Cochin, 
which has offered futures 
contracts for local farmers 
and exporters since 1957, 
was permitted to go global. 
“It would have proved awk- 
ward to start an exchange 
somewhere else in. the world 
when one already exists.” 
explains Mr Sethuram. 

India produces about half 
the world's annual 180.000 
tonnes of pepper. It exported 
35,636 tonnes in the 1994-95 
financial year, the last for 
which complete records are 
available, worth $62m to 
India's export p-aminga. This 
year's good harvest promises 
exports of up to 38.000 
tonnes. Prices are also firm, 
with May delivery contracts 
hovering 1 last month at 
Rsll,400 a tonne. Last year 
Cochin turned over around 
RslObn ($290m). 

The buyers for pepper, 
which accounts for about a 


third of the world's $2bn a 
year spice trade, are mostly 
food processors, meat pack- 
ers and condiment makers. 

Hie exchange offers eight 
three-month contracts a 
year, two or three listed 
simultaneously and each for 
23m tonnes of pepper. This 
format has been agreed by 
the International Pepper 

Co mmuni ty (IPC) as the 

basis for the global 
exchange. Only about 2 per 
cent of trades are currently 
settled by physical delivery. 


M r Sethuram says 
internationalisa- 
tion will make 
only a gradual difference. “I 
don't expect weH see more 
than 10 or a dozen new mem- 
bers in the early days," he 
says. Most big India pepper- 
buyers - companies such as 
McCormacks of the US. 
Burns Philp of Australia and 
Man Production of the 
Netherlands - already have 
agents in Cochin. 

“They're all familiar with 
this market, they’ll be com- 
fortable with us," he says. 
To date the exchange has 160 
members and 32 brokers, of 
whom only about 18 are 
active dealers. 

Mr Sethuram expects a 50 
per cent rise in turnover in 
the first six months. “In the 
next three years, once it 
picks up and confidence is 
established, it will he seen as 
a market of integrity, then I 
think well see three to four 
times the present volume." 


Cochin will be linked with 
a trading floor in Kuala 
Lumpur that will handle 
much of the Indo-Chinese 
pepper trading and with 
which Cochin will have a 
mutual offset arrangement. 
The IPC is setting up desig- 
nated warehouses in each of 
its members countries and in 
Singapore. 

The first phase of Cochin's 
upgrade will cost Rs60,000, 
mainly the price of new com- 
puter equipment, and has 
been self-financed. “We have 
appointed the dealing room 
at first on rather a modest 
scale,” Mr Sethuram says. 
"The exchange will provide 
only the shell, the rest - 
telephones and computer 
screens - the brokers will 
have to provide themselves." 

Phase two. which envis- 
ages on-screen trading, is 
expected to take three or 
more years and would 
require funding from donor 
agencies. And eventually the 
exchange may have to move 
out of its threestorey build- 
ing in Cochin’s Fort district, 
where no building is taller 
than the coconut palms. 

Such success might gently 
revive Cochin's lost, but 
illustrious, preeminence as 
a spice trading centre, but 
decamping from Jewtown 
would also lose it the unique 
charm of being the world's 
only futures market as 
temptingly aromatic as the 
substance it trades. 
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Zaire rebels offer 
gold 


Mark Nicholson Traders gather outside Cochin’s pepper futures market 


Zaire t^isareahuiriyoBferiaggoBmlo^ 
in parts of the country they eopfrottoferato oo n gtafag. 
an investment analyst said ywfcnfey. Wort of th* ... . 
country's grid mines, which nwfei tt*«st oftfat " . 

country, wen seised la Janutty by rebel lender ifir . 
Laurent KaWto’s AlBsneeof Democratic fveea ; 

The rebels have abo taken trtirlfe* pernori c*U Btos 
t* Mr MobahfSese Sefco^ttw Zaire leadar.gaft retdearttor 
this month the grid mines they hold had vemaad 
prodiKrtioaand could hrippeytarthBirweroaotL 

Mr John Ktemmow, a johaimNiburifbared inreeteMd 

analyst, said the rebels were now eOBring sold . 
prospecting c nmn e Mfrm ~n>» rebels are riredjly 
fgoMl conceofoos and they only liberated * 
week or two ago -you can set It ta pretty Optofor 

business already “ be said. 

The rebels say their ftvoas art 90ttai)ramZah»*8 
second dtp. Lubumbashi, tha capital of the sootMca: 
mining province at Shaba. They have takafe 
fifth of the sprawling central African coiiatiy~ 
mining analysts say is one of tha riehret ndsand areas to 
the world - rise* they took op anew in October. ; 

The rebels have said that Labrnnbrehl. thaewatre pf 
Zaire’s copper and cobalt mining Industry and tbebereof 
the giant state mining company Qacaariaea. wBl bethrir •: 
next target * • ftsua Jtftsapaaftwgl 



China aluminium date doubts? 


A campaign to persuade the luternxtkmadprtoary \ *• 

Aluminium institute to reverse its recent dedskm to 
include data from China In its monthly statistical report* 
has been started by Mr Angus MadWBao. naatid) 
manager at BUHton Metals, * subsidiary of Oeuccr. the y 
South African mining and metafegrwgx 
“You have contaminated a sound data aeries, relied . r ‘ 
upon for consistency by many people, by tedtadtef data; 
the veracity of which is questioned." Mr MacMBlan 
suggests in an open letter to fbe institute, jui eetEdaettan 
funded by international aigmfarian producers. 

The institute included statistics from C tafew and .. , 
Tajikistan for tha fir st tim e thteyasr,eayihgits4eteuow 
covered about 95 per ceut of global aluminium ! _ 

production. However. Mr MweMIHaa. Who ciahpatfae . 

support of several other metelmarlaA commentators, 
says be does not believe thaChinese are in a posWonto . 
collect or collate consistent and timely statistics because : 
so much of die country's aluminium production comes 
from very many smell plants. . - • 

Mr Alan Payne, director general, said thehatfotta was 
giving Mr MactffiBan’s letter care ful consWtretioa. Tfcr ? 
institute’s main concern was to improra the statistics ft: ! 
provided. . Ktmtsth Ooo&nQ 


Queensland cyclone assessed 


Farmers along fte north Queensland coast, one of 
Australia's key agricultural regions, are assessing the 
damage caused by Cyclone Justin, which s w ept intend on 
Sunday, killing two people and causing widespread . -i - 

flooding. About 2D per cent of Australia's AgLSfan sugar - J. 
crop - grown predominantly in Queensland - was 
estimated to be in the cyclone's path. Nikki 
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COMMODITIES PRICES 


BASE METALS 

LONDON METAL EXCHANGE 


Precious Metals continued 

■ QOIJ COM EX poo Troy oe^ S/tray ca.) 


GRAINS AND OIL SEEDS 

■ WHEAT UFi (E per tome) 


SOFTS 

■ COCOA UFFE (£/tonne) 


MEAT AND LIVESTOCK 

m UVE CATTLE CME {40,00011m; oenta/fee) 


(Prices tram Amalgamated Metal Tradtag) 

H ALUMNUM, 0917 PURITY 9 per lonnej 


CaMi 

3 rntas 

Close 

16862-72 

1659-60 

PrnvkXJS 

1623-24 

1055-56 

High/low 


1574/1554 

AM Official 

1631-12 

16632-42 

Kerb dose 


1556-7 

Open taL 

2S&222 


Total Oatf turnover 

62222 


H ALUMNUM ALLOY (S per tonne) 

Close 

1515-25 

1545-50 

Previous 

1530-35 

1550-63 

WgMour 


1550 

AM Official 

1520-30 

1550-55 

Kerb dose 


1545-50 

Open tot. 

5225 


Total daly turnover 

463 


H LEAD (S per tonne) 


Gtoao 

683.5-42 

683-4 

Previous 

692-83 

682-893 

HlgWtow 


692/879 

AM OfflcW 

683-5.0 

883-4 

Kerb dose 


678-82 

Open tot 

37,981 


ToW defy tunover 

4232 


H taCKEL (S per tonne) 


Close 

7745-55 

7860-05 

Prwvtoua 

7835-45 

7945-55 

HfahAow 

7800/7790 

7950/7800 

AM Offlctai 

7800-5 

7910-15 

Kerb Close 


7815-20 

Open ht 

50,183 


Total daiy turoKr 

H TWI (S per tonne) 



Ctoae 

5815-25 

5685-70 

Previous 

5880-90 

5825-30 

High/tow 

6880 

5840/5870 

AM Official 

5870-80 

5885-900 

Kerb ctoss 


5860-70 

Open tot 

16.144 


Total daiy turnover 

2258 


H ZM9 apecIM Mgh grad* (S per tonnej 



Sett 

WT9 



tfae* 


Sett 

Day** 


tol 

Opao 


Sett 

(W 



Opew 

tot ’ 

- 


pries CllMipB 

wm 

taw 

W tat 


price 

ctanvi a* 

Lea 

tac 


Price dtaqge 'HP 

tar 

... 

Har 

350.4 

—26 

- 

- 

5 3 

ifay 

10220 

*0.45 10320 101-30 

257 

3273 

MW 

995 

-14 

991 

991 

04 315 

AW 

ter 

350.0 

-22 

3532 

3454 35833 43272 

JM 

104.40 

+0140 10620 10320 

292 

1201 

■fay 

1006 

-13 

1014 

996 1297 31.456 

Jon 

JW 

3S3.0 

-29 

3562 

3512 

1221 43215 

top 

9620 

+0.75 8520 


- 

35 

JM 

1016 

-12 

70S 

1008 T222 15243 

Any 

teg 

3553 

-10 

3572 

354-7 

416 10,798 

MS* 

9820 

+0.75 9825 

9720 

160 

2.104 

Sw 

1026 

-0 

1024 

1019 

143 12103 

Oct 

oct 

3578 

-3.0 

3592 

3572 

397 5842 

JW 

10020 

+025 10020 

9B.00 

33 

SO 

Dac 

1024 

-10 

1026 

1020 

454 2S218 

Itac. 

Dac 

380.4 

-20 

3612 

3592 

2.409 21834 

H m 

10200 

+025 10220 10200 

10 

188 

■tar 

1040 

-10 

1046 

1837 

06 22270 

M 

TOW 





BL22S 167,304 

law 




752 

7,12) 

ToW 





XM1348M 

total 


op- 

tat- 


1 PLATINUM NYMEX (50 Troy at; S/troy <gj 
Apr 


M WHEAT CBT {5jD0bu rah; centaCOto butatel) H COCOA CSCE (10 trainee; S/torwes} 


sm our* 

Prior c fce ope Mgb ta> VM 

63625*0475 61200 68550 8,610 32297 
64825+0250 64575 SI 825 5.751 27X10 
63.775*0375 64050 63.300 1.754 Z1.E81 
67075*0225 67500 66850 1825 15,138 
66.300*0.150 69850 63.193 359 7261 

79450 - 79659 79359 107 2822 

17822 10789 
■ TJEAN HOGS CME (40800te cantata) 


3788 -38 3890 3778 2,312 12.426 
3808 -3.6 3818 3798 877 4895 

Oct 3832 -38 3838 3838 • 37 1879 

Jn 385.4 -16 - 382.0 12 1.137 

TaW 8251 29138 

■ PALLADIUM NYMEX flOO Hoy S/troy ozj 


US 14725 -585 14S2S 14825 8 16 

Jm 14925 -505 15100 14925 M3 8872 
Sop 15080 -605 - - 58 835 

Dec 15180 -505 - 15380 - 100 

Total 1810 19083 

■ SUMER COM6X (5000 Tray ok Oontalbpy cc) 


HW 

38880 

—38 39020 385.00 

5252 27830 

■w 

1428 

-22 

1445 

1425 5838 32866 

Apr 

74275+2200 74275 73800 4,199 

9823 

JM 

39080 

-2 38380 37880 10837 41,297 

JM 

1460 

-21 

1475 

1458 1871 21849 

Js> 

82.150+2200 82.150 01200 4211 

12895 

top 

38280 

-28 38320 38120 

442 

5857 

top 

1486 

-16 

1497 

1487 53 11J405 

JM 

80200+1200 8X900 79200 M91 

3233 

Dae 

39025 

-28 36220 38920 

452 

5885 

Dee 

1510 

-2D 

1519 

1907 195 SJ83 

A*« 

75825+1825 75700 75650 880 

2262 

HW 

39180 

-38 39180 39120 

3 

83 

■tar 

1533 

-20 

1544 

1534 254 18860 

Oct 

70.573*1250 70800 68800 512 

1866 

JM 

35920 

+1 - - 

1 

180 

■w 

1553 

-20 

1555 

1555 121 6.788 

Dec 

65250+1275 65650.67875 526 

1208 

TOW 



17867 751886 

total 




88S1043M 

nw 

118® 

31805 


■ 84AIZE C8T pQOO bu pnin; canafiflb bUBtn^ ■ COCOA (CCO) (SOR*a/tonno) 


U POHK BHUES CME (QOiOOOhB; Otaita/ZW 


Mar 


517.1 +13 5180 5IZ0 115 294 

■W 5197 +12 521.0 5120 17881 54802 

JM 524.9 +32 SS8 5170 782 18010 

S«P 5298 +12 5295 5230 56 1310 

oee 537.4 +32 5380 5390 66 5,175 

Jm 5403 +32 5510 5530 2 13 

T<*al 19722 99321 


Hay 299L00 -125 29975 285.75 28884154895 
Jd 30000 -1 80950 28725 15874119461 

Sap 29425 -08 294J5 29975 1887 17803 

Dec 23250 -925 29225 28880 7800 83888 

HW 29680 -925 29680 29300 196 8,127 

May 29900 -08 29606 29500 55 331 

TOW 89825177,783 

■ BAHLEY LFFE g per tome) 


r 21 


OHy 


Me* 

— 113582 


Pan day 

113652 


■ COFFEE UFFE {5/tann^ 


ENERGY 

■ CHUDE OIL NYMEX (1800 bamb. $/tnm<0 


H*y 

9420 

- 9420 94.00 

6 

142 

sap 

9320 

- 93.00 9300 

3 

26 

Mm 

9520 

- - _ 

- 

473 

JM 

9720 

- - - 

- 

38 

■tar 

99.00 

- - _ 

- 

- 

Hay 

- 

- - - 

- 

6 

tow a 

H SOYABEANS C8T <5200ta ate caftffiOft 

MB 

butaO 


1541 -122 1610 1539 327 1.100 

1541 -122 1840 1535 9857 24,749 

1560 -67 1633 ISO 3820 11891 

1567 -84 1625 1568 1222 6876 

ISO -75 1604 1554 67 20SS 

1530 -79 1600 1595 - 751 

14881 47808 


M* 78800+9500 89800 89300 27 27 

Hay 79850-0450 81850 78.790 2224 4807 

M 79150-0400 89475 77800 85S 1868 

Any 79175-0475 76850 79300 452 449 

AD 89200-1850 71850 79750 12 56 

Total 3874 6228 

LONDON TRADED OPTIONS 

Strike price S toon* — Cafis— —Pot* — 
H ALUMNUM 


JOTTER PAD 


liSrr i: 


“True strength ties in having the courage 
to do the right thing . "kazoo mamow. of *y«c+ca 




c^KyacERa, 




’.wx, 


CROSSWORD 


H COFFEE XT CSCE (3780abg; centaAD a) 


Mqr 


Ctoae 

1272-6 

1295.5-58 

Previous 

1278-79 

1301-02 

High/tow 


1302/1292 

AM Official 

1270-1 

1293-4 

Kerb cfaee 


1294-5 

Open tat. 

65,748 


Total daay tarew 

13213 


■ COPPER, grade A (S per tome) 

Ctoae 

2420-23 

2385-6 

Previous 

2417-20 

2383-64 

HgtVtow 

2430 

2388/2362 

AM Official 

24298-308 

2370-1 

Kerb dose 


2366-7 

Open tot. 

137.191 


TotM dSBy tunover 

30.735 


H LME AM Official VS rata: 12106 

LME ChMtag E/S rate 18097 



priea cfanga Msh Law M tat 

2121 -030 2189 21.18 40882 95.493 
Jma 21.18 -022 21X5 21.13 11843 57818 
2188 -0.18 2121 2187 3815 27840 
Aag 2085 -015 2188 2992 2255 19858 

9w 20.90 -089 2990 2088 1203 13838 

Oct 2979 -0.11 2987 2079 5Bi 154® 

Total 717B6 382860 

■ CRUDE OIL IPE (5/barrell 


May 83175 -1975 84025 8Z780 36853 79871 

Jta 832.75 -973 84080 82880 18822 59,707 

Am 81580 -9 82080 81180 1886 8240 

S* 75225 -875 75880 75280 640 5213 

■a* 71H25 -72 71080 70580 6,143 31751 

Ja» 71180 -7 71580 71180 73 1813 

TaW 69580 1SU91 

H SOYABEAN OIL CBT (BqOOCfcs: CtaO/to} 


Hay 16280 -185 16480 159S 5244 10265 

JM m 80 -175 15525 151.00 1897 7898 

Say 14525 -180 14825 14125 770 5889 

Dae 13480 -940 13525 13180 383 1495 

Mar TZ780 +125 127.00 12880 114 1813 

Hay 12105 -950 12580 12425 18 216 

total 8741 

1 900) QJS oante/pomxS 


■tar 23 

Comp- (My 
15 day 


12968 

13821 


Mm. Day 

13911 

13889 


Spat 18170 3 MK 18M7 6 B8C 18122 9 Ban; 18094 



LMeM 

Oeft 



Opm 


price tange Hph 

tar 

tM tat 

ta*y 

19.74 

-085 

1592 

1588 21823 67868 

Jan 

1576 

-025 

1592 

1570 

5712 32,094 

Jul 

1574 

-0.11 

1588 

1570 

2860 13847 

tey 

1571 

-088 

1583 

1570 

1896 5889 

top 

1588 

-0 06 

1574 

1568 

486 0849 

Oct 

1565 

-0.04 

1573 

1563 

730 4826 

toW 





a/s o/i 

H HEATMG Oft. BYWEt (4S800 US gte; olB gata) 


Latest 

toy** 



Ope* 


price taaoge Hgb 

tar 

VM tat 

Apr 

5585 

-0.13 

5685 

55.15 11895 23812 

“»y 

S80 

-085 

5000 

ram 

6873 2S,4C2 

Jan 

55.70 

-035 

5680 

5525 

1845 13878 

JM 

5510 

-080 

5625 

56.00 

727 13,1® 

Aag 

5680 

-050 

6685 

5680 

570 8,106 

top 

5730 

-035 

5780 

5780 

356 5.168 


■ UGH GRADE OOPPBt (COMBq 


(pan 

tat 


S« Oajl 

prim damga Mgb lea 

Mar 11780 -985 11880 11780 864 3229 

Apr 11220 -180 11110 1EL20 386 4838 

Hay 11995 -1.1511120 11085 8.148 23^72 

tan 10905 -1JJS 11940 10920 77 1889 

JM 10780 -9^ 10920 10780 1,977 8869 

Ai« 106.00 -025 10625 10S25 1fi4 668 

TaW 12,130 67,127 

PRECIOUS METALS 

H LOWXJN BULLION MARKET 

Fricw smwtedby N M BothaehlkS 


TaW 

h OAS on. PE Start) 


22785122215 


SMt Day's Open 

price dnp Mob tear W tat 

A|r 170.75 - 171.75 16925 5864 25865 

Hay 171.75 -1.00 17380 1713 4 265 8835 

Jen 17320 -12S 1742S 17380 ’ 1836 1028? 

JM 175.00 -1.00 176.75 17520 344 4282 

177.00 -020 17720 176.75 293 1288 

Sap 178.75 -aZ5 178.73 17B.75 95 1.406 

TaW 12791 65849 

H NATURAL BAS BWEX flOJOO maBtu SftnnBtaJ 


May 

2386 

-ara 

2440 

23.00 

8896 45881 

JM 

2426 

-as 

24.75 

2480 

3440 28818 

teS 

24.49 

-544 

2480 

24.45 

966 

5J07 

Sep 

24ra 

-048 

2485 

2480 

323 

3884 

Oct 

2488 

-as 

2480 

24.73 

128 

3883 

Oee 

2580 

-045 

2542 

2480 

651 

11820 

toW 





16.M6 

sun 

H SOYABEAN HEAL CRT (1 00 tons: S/ton) 


2744 

-3 

2778 

2728 11.168 47875 

JM 

2657 

-3.4 

2728 

2678 

3823 27866 

tep 

28QJS 



200.0 

861 

6818 

top 

244.0 

-4 

2468 

244.0 

108 

5867 

Oct 

Wn 

-28 

2258 

2248 

123 

4895 

Dec 

2206 

-2.4 

2218 

2250 

1849 

91383 

ToW 





15780 1HMB 

H POTATOES LlFFE (E/tome) 



Apr 

400 

-78 

468 

38.0 

117 

606 

toy 

48.0 

-6.0 

538 

47.0 

32 

357 

Jra 

678 

- 

- 

_ 

_ 


Mm 

65.0 

- 

_ 

_ 

- 

2 

Har 

968 

- 

- 

_ 

_ 


Apr 

1068 

- 

105.1 

105.1 

10 

724 

ToW 





169 

vm 

ta PRSGHT pFFEX) UFFE RlO/West petoQ 

Apr 

1590 

-50 

1625 

1569 

84 

1.124 

Hay 

1570 

-35 

1585 

1566 

54 

622 

JM 

1320 

-20 

1340 

1325 

10 

722 

Oct 

1440 

- 

1450 

1440 

0 

316 

Jn 

1450 

- 

1455 

1450 

_ 

47 

Apr 

1450 

- 

_ 

_ 

_ 

_ 

TMM 

Ctan 

Pmr 



171 


BN 

1626 

1515 






HWMTE SUQARLffFE (5/tcroa) 


toy 

3068 

+08 

307.0 

3058 

761 14,631 

AW 

3068 

+18 

3065 

3058 

548 4821 

Oct 

3028 

+1.4 

302.7 

302.7 

2 3837 

Dec 

3017 

+18 

301.7 

301.7 

- 935 

Mte 

301.7 

+18 

302 2 

3028 

21 510 

toy 

3038 

+48 

303.7 

3028 

- 154 

ToW 





1821 24468 

H SUGAR 11’ CSCE (1 12,000ta; carts/tos) 

May 

1082 

+089 

1094 

1083 5,128 61880 

JM 

1067 

+509 

1508 

1060 

912 33,793 

Oct 

11X59 

+506 

1080 

1083 

481 25770 

tor 

1559 

*508 

1080 

1054 

259 13.421 

toy 

1087 

+506 

1057 

108* 

176 2734 

M 

1088 

+506 

iora 

1554 

84 1.41S 


(99.7%) LME 

Apr 

Jul 

Apr 

Jul 

iAm 

42 

96 

5 

34 

ieso 

13 

68 

25 

54 

1700 

2 

48 

64 

81 

■ COPPBl 





(Grade A) LME 

Apr 

JUl 

Apr 

JM 

99Kt\ 

182 

141 

• 2 

58 

2350 

87 

89 

. 5 

104 

2450 

22 

52 

40 

166 

■ COFFSUFFE 

May 

Ju> 

May 

Jut 

««n 

30 

103 

139 

193 

1700. 

20 

88 

179 

228 

1750 

14 

75 

223 

265 

H COCOA UFFE 

May 

Jul 

May 

JM 

975 

42 

74 

12 

33 

1DO0 

28 

59 

24 

43 

1025 _ 

19 

47 

39 

56 

H BRENT CRUDE 





IPE 

May 

JtCl 

May 

Jun 

mn 

36 

68 


_ 

2QED 

21 

55 

- 

- 


No.9^33 Set by HIQHLANDER 


2100 . 


LONDON SPOT MARKETS 

■ CRUDE OB. FOB (per barroQ . +OT- 


toW 726514BJE5 

H COTTON NYCE (SgoOPtn; oents^ 


■toy 7328 +963 7489 732513.128 32863 
M 75.47 +961 7527 7485 4.853 18253 

Oct 7990 *950 7620 7905 3Z3 1272 

Dec 7970 +950 7680 7910 4808 21.271 

Her 7780 +942 7730 7730 1835 1806 

Itaf 7&a +943 77JB 7720 153 525 

ToW 23gB 74^42 

H ORANQE JUICE NYCE QS8008R; cantata^ 


Hay B4J0 +1.00 8900 8280 903 14.700 

JM 8625 +9S5 6970 6880 172 5210 

Sap 8&D5 +945 8820 0620 58 3717 

He* 8985 +905 9020 8970 18 1,406 

Jan 9985 -945 9220 9020 3 658 

•tar 9 US -980 9480 9100 18 370 

TaW 1,136 25287 


GoMfTroy az) S price C equiw SPr «pjiv 

Ctoae 35925-339 7E 

Opening 35120-35180 

Morning fix 35oas 2\ixn 512.124 

Afternoon ft* 35080 217.421 510.582 

□ay’s Hlflh 351.7tKE2.00 

Day's Low 349.093493) 

Previous dona 3512935280 
Loco Ldn Utan Gold Ltodtaa Raw Oft US® 
1 moron 4^3 6 months —420 


tan 

JM 

teg 

S* 

TOW 


Latest Dnfs 

price Mange Low 

1.790-9050 1835 1.770 
1.846 -8831 1885 1825 
1800 -a 035 1835 1.680 
1.025-9030 i 960 1810 
1840-0060 1.970 1825 
1845-0860 1.900 1.940 


VM tat 

27260 16.(02 
9830 39731 
2209 14,825 
1826 118*0 
866 9252 
801 9898 
<8834179386 


FUTURES DATA 
M fuhms deta suppBed by CMS. 


Dubai 

Si 889-885* 

-0375 

Bmnt Blend (doted) 

Si 8.91 -883 

-0.145 

Brent Send (May) 

SI 9.76-8.78 

-n go . 

W.TJ. 

S21.2S-1.29w 

■033 

H an. PRODUCTS M/g prompt defray OF (tonne) 

Premium Gasotine 

S217-2T9 

-2 

Gas O0 

S172-174 


Heavy Fuel O0 

$82-34 


Naphtha 

$182-195 

-6 

fuel 

$192-195 


Diesel 

$179-181 


■ NATURAL QAS (Penceftharm} 


Bactan (Apr) 

9^0-060 


tectam TtL London |0»7»; 353 873? 

IPE (Apr) 

9550 

+0.10 

H OTHER 



Gold (pa- troy caj* 

$35050 

-1JS5 

SJVar (per tnjy oz)* 

51U&: 


Ptadnisn (per tray 

$37555 

-2.75 

PateSum {per-Boy «,> 

S14&00 

-050 

Capper 

118.0c 


Lead (US prod.) 

45.00c 


Tin (Kuala Lumpur) 

14.31 r 

-017 

Tto (New York) 

27L50 




end 


■ UNLEADED GASOUNE 

NYMEX (42J00U5 QaB; eftlggata.) 


2 months 883 12 m ont hs- *83 

3 months 482 

Star Rx pftroy oz. US cts ecpihr. 

Spot 31900 37226 

3 mortfW 323.00 51980 

6 montfw 32900 ■ 826,10 

1 year 337-00 63965 

Gold coin* 3 prion E aquiv. 

Krugerrand nfr nta 




top 

Tefal 


Latest Day's 
priea Wage H|p 

6629 -1.14 67.40 
6930 -088 6 72S 
6520 -a 57 6680 
6420 -080 64.60 
6225 -050 6380 
6120 -025 6140 


law 


Opan 

W 


Maple LMf 
New Sovereign 


nfa 

ntt 


n fa 
nfe 


W 

6960 14216 29834 
6930 0209 38205 
6140 2227 18820 
6*20 2846 9436 
8285 18® 5407 
61-20 1217 2238 
30215100838 


Tea 


There was strong, active demand tor taa, 
Tl» Tea Bratan’ A eeode t len report*. 
Landed bright e st Buuvfl end Kenya teas 
gained 5 pence to 10 pence a kg and 
semeibiw mm At others advanced 2 
pence tp 6 pence a kg. OfWiora Mtftta 
types met good enquiry at daanr ratas, 
but pWnsr types were feragutar. Quotations 
to- m safcc Landed best av stable iSSp; 
good 162pl good mednan 140p, meduri 
133p. low medium NQ. The WghfiM price 
icaSaed this week was igs pence far a 
BuruntB PD. 


VOLUME DATA 

open Interest and volume data Mnwn far 
contracts traded on COMEX. NYMEX. C8T. 
NYCE. CA£ CSCE and IPE Crude OB ara 
one day in arrears. Volume A Open i ma m s 
totals am tor ad traded months. 


INDICES 

H Reuters (Base IBftOl = 10Q) 


Mar 24 Mar 21 month ago year ago 
107X2 10778 19822 21362 


H CRB Futures (Rase; 1967 = 100) 


Ha 21 -Mar 2D month ago year ago 
246.40 246- 40 

■ 0343 Spot (Base: 1970 ■ IPO) 


CatHe (ta weight) 
Sleep (tv? weigM] 
Pfaa five wcIgt B) ! 

Lon. day sugar (raw) 
Lon. day sugar (wte) 
Barley pig. lead) 
Metao (US Ne3 YaBow) 
Wiee* (US Dark Ncrtty 

Rubber (Aprif 

fttaber (May)f 
ftfat»rpq.RSSNo1) 
Cocaras CM (Ph3)§ 
Pakn Qi (Malayjg 
Copra Ph5§ 

Soyobeana (US) 

Cotton OuPoonrA’ tadac 
WPOBop* (64a Superi 


85220 
147.16P 
7B25p 
S27180 
3308.00 
Unq 
El 0900 
Unq 
B0^5p 
892Sp 
3018* 
7358y 
5608 
*4808y 
2328 
8910 
423p 


-3.10* 

-4.33* 

-584- 

-020 

*080 


-a so 


ACROSS 

1 Apartment number 
floor (7) 

5 Straight set modification 
would be moat efficient (7) 

9 Steals seat back (5) 

10 Put in good word for coun- 
sel (9) 

11 One the son arranged to 

win C2A4) 

12 Interfere in speech award 
(5) 

13 Hit front of the mound (5) > 

15 Made cross Rita tried out 

(9) -. 

18 Boycott beams behind play- 
era (9) 

19 Ardent lover, offers more 

exotic love (5) . 

21 Not settled yet in old . 
annexe (5) r - . 

23 It’s very little to give up, 
said one doing the- cooking 
(9) 

25 A country in SE Asia (old 
name) has one, and not 
Anatolia (4£) 

26 Saw a cricket team take 
title briefly (S> 

27 Infection starts to turn 
everyone brown in front of 
us(7) • 

28 Snares set round an 
ancient Greek (7> 


DOWN . 

- l Disagree with using maxi- 
mum effort on Cist of Feb* 
roaryft# 

2 Complete change of view" 
regarding theatrical act . 
(5.4) 

3 Bata steak - the flavour is 

, , central ... 

4 Drugs carton is dhrtributad . 
round. Cuba <9) 

5 to Gennanyl can be found 
in northeastern come: (5V 

. 6 Convert two graduates-' 

. within one’s own. college 
" (4fi) rr ; • ' 

.7 A quarter needing repair? 

; Correct (5) 

8 Notorious barber went in 
. front and walked like a . 
child (7). 

M Cultivate- chap's epony- 
mous meal (9)' ■' . . 

is Therapeutic breaks depend 
on French priests (4,5) ' 

17 Tempo ptentet Changed to 
zndude mate druxmoer<9}. 

18 Cheerful .ted sent round ; 
bend by serial woriar (7) ■ ■ 

20 Use too many people on top : . 

.of the island (7) v.., 

22 Do it out of enter attar I - 
booh (5) _ ... -.i 

TS Short of a Mter in Am®kA . 


'v:- 






Mar 21 Mar 20 montt ago yur ago 
194.19 19622 192.45 20583 


’^SAtSKSSU iSUJS? 

1B*«d on HS hod el pfi »nM 


24 ; Cne man and hte. begliP 
flings on a . beach in 
Nrinaste (85! • 


l°SS° n Sat P I1 ^ y , s prize puzzle on Saturday April 5. 
Solution to yesterday** prize puzzle on bfondsqc April 7. 


■v 


-sV 
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Offshore Funds and Insurances 


FT MANAGED FUNDS 


i ! 


• FT Crtytine Unit Trust Prices are avaJobte over the telephone. Call the FT Cnylne Help Desk on (444 171) 8T3 4378 tor mote detaSa. 
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FINANCIAL TIMES TUESDAY 


LONDON STOCK 


?TTT 7 FT 


Equities retreat for sixth straight session 


MARKET REPORT 


By Steve Thompson, 

UK Stock Market Editor 

London's equity market was 
given another pasting yesterday, 
absorbing its sfyth consecutive 
decline as fund managers and 
marketmakers ran for cover 
ahead of today's meeting of the 
US Federal Reserve's Open 
Market Committee, which 
decides monetary policy. 

The consensus around the 
City's dealing rooms favoured a 
rate rise of 25 basis points. Same 
of the market's deemsters feared 
such a move might, if followed by 
further increases, trigger a repeat 


of the February 1994 retreat by 
global bond and equity markets. 

Marketmakers said a rise in 
excess of 25 basis points would 
cause problems for Wall Street 
while no change would be seen 
as merely a postponement of the 
had news. 

The FTSE 100 ended the ses- 
sion exactly 40 points off at 
4,214.8, extending the fell over 
the six trading days to 2083, or 
4.7 per cent. The FTSE 250 
dropped a further 28.1, a decline 
of 1703 or 3.6 per cent over the 
six days, while the SmallCap 
index, down 8.6 yesterday at 
2312.1, was 53.1 or 12 per cent 
lower over the same period. 

Dealers said many fond manag- 


ers were attempting to lode in 
profits and secure the value of 
their portfolios as the quarter 
and the financial year drew to a 
dose. 

Turnover yesterday was up to 
recent levels, reaching 8053m by 
the 6pm cut-off point 

Equities drew no real comfort 
from the gilts market which, 
along with international bonds, 
staged a useful rally during the 
afternoon, shifting into positive 
ground towards the close. 

Earlier, gilts had deteriorated 
despite excellent news on the 
domestic economy. Fourth quar- 
ter gross domestic product was 
revised to show a 2.6 per cent 
increase for 1996 whDe an £873m 


current account surplus left the 
1996 deficit at a mere £24m. The 
gilts market is now preparing for 
Wednesday's auction of £2L5bn- 
worth of 10-year gilts. 

With gilts labouring at the 
start of the day. equities were 
unable to buBd on a positive 
opening which had seen the 
FTSE 100 edge around 30 points 
higher. 

BAT, the tobacco group, built 
strongly on last Friday’s rally, 
chased higher by a number of 
brokers who said the shares had 
been oversold. 

Many of the financial stocks 
remained under intense pressure, 
although traders expect a short 
term bounce in the sector after 


the recent underperfonnanee. 

Mr David Schwartz, stock mar- 
ket historian and author of Buff 
Market Bug Signals, said there 
had been 40 occasions since 1935 
when the market fell six spswlnns 
in a row and by between 33 and 
5 per cent. On two out of every 
three occasions these successive 
foils have occurred in a bear mar- 
ket. which he defines as a fall of 
15 per cent or more. 

"History says the odds are high 
that this is more than a tempo- 
rary market correction." Mr 
Schwartz said, pointing out that 
the bigger the percentage fall 
during the six sessions, the 
higher the odds are os a bear 
market. 
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BP back 
in pole 
position 

By Steve Thompson 
and Joel Kibazo 

BP regained top spot in the 
UK’s market capitalisation 
league, projected upwards by 
further aggressive buying 
interest from both sides of 
the Atlantic. Institutions, 
particularly in New York, 
were said to impressed by a 
series of big presentations 
given by the company 
recently in the US. The 
shares moved up 3% to 703 Vi. 

BP has vied with HSBC 
and Glaxo for first place in 
the market caps table for 
some time. Glaxo’s occupa- 
tion of the number one slot 
last week lasted only a few 
days. 

Elsewhere in oils Lasmo 
moved up 4% to 248p, leav- 
ing it in second place in the 
FTSE 100 performance table, 
with investors still chasing 
the stock amid talk of 
further drilling success in 
Pakistan. 

Shell Transport went into 
a sharp reverse, closing 24% 
lower at £10.56%, hit by sug- 
gestions of switching into BP 
and by continuing concerns 
about its Nigerian 
operations. Shell said it was 
losing output of 100,000 bar- 
rels of crude ofl a day after 
the shutdown of six of its 
flow stations because of a 
feud between two villages. 
Burmah Castrol gave a 
strong performance, clim- 


bing 22% to £10.05p 
reflecting a stock shortage 
and talk of a broker buy 
recommendation. 

Recommendations from 
several brokers powered 
tobacco and financial ser- 
vices giant BAT. The shares 
jumped 15 to 509p, making it 
the best performing FTSE 
100 stock. 

Schroders securities was 
among those said to be 
behind yesterday's strong 
advance. The broker was 
reported to have issued a 
new 67pp-830p valuation on 
the stock and suggested that 
the group may be ring- 
fenced from US legal action 
and that the bulk of any set- 
tlement would be met by its 
insurers. 

BZW, the group's broker, 
and Goldman Sachs were 
also said to favour the stock. 

Turnover reached a hefty 
14m. The stock was also 
actively dealt in the traded 
options sector where the 
equivalent of 1.3m was 
traded. 

Shares in Stagecoach, the 
transport group which owns 
the problem-ridden South 
West Trains, came off the 
rails again yesterday, career- 
ing down another 29% to 
649%p, after bearish 
comments in the press. 

Stagecoach shares have 
plummeted 105.5p or 14 per 
cent since March 11, as the 
institutions have reacted to 
a stream of worries about 
potential regulatory Interfer- 
ence. Its South West Trains 
franchise has been beset by 
cancellations and delays 
because of a shortage of 
drivers. Stagecoach has been 
threatened with a Elm fine 
and the possible loss of the 


franchise if the services are 
not restored to an acceptable 
level. 

The shares peaked at 80lp 
in January of this year, but 
have subsequently fallen 
sharply. Mr Brian Souter, 
the company’s executive 
chairman, acquired 10,000 
Stagecoach shares yesterday 
on behalf of his wife, boost- 
ing their joint holdings to 
3&5m shares. 

Reports that broker SBC 
Warburg had turned neutral 
on the UK drinks industry 
weakened several oF the 
leading issues in the 
sector. 

Bass surrendered 8% to 
800%p, after trade of 2.1m. 

Speculation that Bass is 
about to abandon its pro- 
posed brewing merger with 
Danish group Carlsberg- 
Tetley continued to do the 
rounds in the market 

Bass announced plans for 
the deal last August How- 


ever, the UK Department of 
Trade and Industry subse- 
quently referred the pro- 
posal to the Monopolies and 
Mergers Commission. 

Several brokers indicated 
they would upgrade Bass 
profit expectations should it 
decide to relinquish the deal. 

Mr Philip Hawkins at Mer- 
rill Lynch said: "Although 
we believe Bass has yet to 
make a decision, we believe 
it will not hesitate to walk 
away from the deal should it 
perceive the undertakings to 
be too onerous. The overall 
effect on Bass will be mini- 
mal - only £20 to £30m - but 
the company will have bene- 
fited from having access to 
Carlsberg-Tetley's books and 
marketing plans for 12 
months." 

In the rest of the sector, 
Scottish & Newcastle eased 
11 to 664%p while Whitbread 
feD 11% to 758%p. 

Hong Kong-linked banks 
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performed exceptionally 
well, with HSBC London- 
registered stock up 17*-» to 
£14.76p and the HK- 
registered 20*j better at 
n<L27p- Standard Chartered 
moved up 13’ z to S53*Ap. 

But it was hard going for 
the rest of the banking sec- 
tor, which has suffered more 
than the broader market 
recently amid concerns 
about rising interest rates 
and bond yields. 

The battle for control of 
Scottish Amicable is expec- 
ted to reach a climax this 
week. Abbey National, one 
of the three bidders for the 
mutual, along with Prudai- 
tial and Australian Mutual 
Provident, and whose shares 
have b een hit bard in recent 
weeks, settled a shade easier 
at ?14Sp. Prudential, 
regarded as favourite to take 
control of Scottish, retreated 
GVj to 540 p, ex -dividend. 

Lloyds TSB, whose shares 
peaked at 534p on February 
19, continued its precipitous 
fall, sliding 7 to 4S4p. The 
stock has fallen in a straight 
line since last Friday week, 
gfoing up GBftp or 1 pc cent 

The two Scottish banks 
also came under fire. Royal 
Bank of Scotland slipping 12 
to 515%p and Bank of 
Scotland 9 to 313%p. 

Blue Circle Industries 
shares drifted back 14 to 
4QlV«p after preliminary 
results a fraction below con- 
sensus forecasts and news of 
the acquisition of St Mary's 
Cement Corporation of Can- 
ada for £164m. 

Sentiment in the building 
materials and construction 
areas of the market was also 
nno»wtari by worries about 
possible interest rate rises 
after the g ene ra l election. 

The spate of new issues 
continues! apace, with four 
stocks making their market 
debuts yesterday, three on 
the main market and one an 
AIM. All went to premiums 
to their respective placing 


prices. 

Diagonal, the IT consul- 
tancy. traded up to ill6p, — 
before settling at 3lQp. a 12 
per cent premium to the 
275p placing price: turnover 
in the shares reached a — 
healthy 13m by midday. Jljn 

Shares in Seal's, the furni- 
ture retailer, were placed at 
175p but dosed at 205V*p in — 
volume of L&n: while Hrt- 
plrire, the car hire and M 
repair company, made a % 
sparkling debut, the shares 
topping I30p at one point 
before finishing the session cm 
at I26%p. Turnover was 2.2m m B 
shares. 

Prestbur? Leisure, floated ^ 
on AIM and placed at 2p. lev 
touched 3p before closing at 
2.75p. with 4.7m sham ggf- 
changing bands. cm 
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KEY DATE 


Operating revenues, SBK M 

Income before taxes and minority share. SEK A 

Return on equity after full taxes, % 

Return on capital employed, % 

Equity/assets ratio, % 

Cash flow (internally generated funds), SEK M 

Investments. SEK M 

Sales of electricity, TWh 

Average number of Group employees 


♦ Strong earnings 

♦ Increased market share in Nordic region despite 
strong competition 

♦ Favourable growth in Finland 

♦ High capability factor for nuclear power offset 
low hydro power generation f 

COMMENTS BY THE CHIEF EXECUTIVE OFFICER / 

Vattenfall’s market investments in new products and services, / 
environmental focus and customer orientation resulted in 
gratifying and satisfactory earnings for the year. 

Customers are increasingly demanding different forms 
of energy services, which Vattenfall will provide through 
intensified product development and research in viable and 
sustainable energy solutions. 

Vattenfall's ambition is to increase its market share in 
the Nordic region and to participate in the restructuring 
of the electricity and beating markets in Sweden, the other 
Nordic countries and the Baltic region. 

DIVIDEND 

The Board of Directors proposes that the dividend remain 
unchanged at SEK i 1.39 per share, corresponding to a total 
of SEK 1,500 M. 

Stockholm, March 17, 1997 

Cari-Erik Nyquist 

President and Chief Executive Officer 


For the full report: phone +46 8 739 65 92. fax +46 8 739 64 44. 
e-mail info^mttenfhlLse. Internet address: http://innr.rattmfaH.se 
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Highs & Lows shown on a 52 week basis 
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028 07 3 864 a 27% 27% -% 

oa as 17 284 av a 23% 

0S4 IS 17 2815 35% 34% 35 +% 

OBO 1.8 15 4179 30% 35% 38% ■*% 

(U8 IS 71468 48% 47% 47% -1 

1.72 55 19 2459 20% 2ft 29% +% 

OS* 02 a 1787 29% 28% 29% +% 

040 16 21 907 24% 23% 24% -% 

a 2684 17V 18% 17 +% 

052 IS a 1010 28% a 28% *% 


30V 21% Aim Cm 236 8.1 II 278 26 25% 23% 

14% lOMrmS 59 14% 14 14 -% 

44% 29% AlaS i 135 3S 10 201 40% 38% 40% *% 

75% 47%AUSfl 134 14a 8145 75 73% 74% +1% 

32% 24VA8BMka 018 05 12 152 31% 31% 31% +% 

10% B% Hun QB4 73 40 10% 10% 10% *V 

8B% 37% ASA X 096 15 135103 84% 83% 64% +% 

56% 2B%ABMi 1.10 33 22 *433 34% 33% 34% +% 

10% 5% Man* 48 546 8% B% 8% -V 

Z7% 10% At8wiMA 018 13 50 MS 13% 13% 13% -% 


40%29%AHMX 7 4740 30% 38V 38 +V 

7BV«a%Afcos ISO 1.4 M 8118 72% 71% 72 -% 

34% 24 AM CO A a 1263 28% 28V a% -V 

6% S% AnQorirc < 042 7 0 71 6% 6 6 

20% lftAhPiBCb 026 15 18 83 17 15% 17 

8% SVAmuGd 1843 7 8% 8% -% 

74 45% Arts 056 IS 8 392 67% 66% 67% +1 V 

25% IftAmcarttadt 056 2.4 14 111 23% H% 23% -% 

62 47%AUdbX 850 1.1 71441 54% 53% 54 ft 

53%»%ta8nM 200 18 18 2090 52 51% 51% ft 

26% 19 An Bus Rd 062 25 18 in 23% 3% 3% ft 

44% 38%taB% 2*0 58 13 7440 41% 41 41% ft 

70 36%Jta£qr 090 14 168250 66% 83% 66% *1% 

44% 32% AmGeel 1.40 13 15 2997 42% 42% 42% ft 

5% 4%AmGoithz 036 08 88 5% 5% 5% 

ffl 20% Am WH PT 210 13 15 184 25% 23 2ft ft 

27% IB AmHaHge 078 11 12 2* 25% 24% 24% 

88% 47AIMW8 1S4 25 21 BISS 64% 63% 04% ft 

3% ft Am tab a % % % 

129% 86% Antal c 040 03 310288 127% 125% 127% ft 

B% 5% Am Off Is 1 0.44 77 48 5% 5% 5% 

11% 8%AmRrt& 050 45 5 34 10% 10% 10% ft 

45% 24% AnSkr 064 1.4 22 7772 45 44% 44% -% 

22% 17% Am War 5% 155 03 8 18% 18% 18% *1 

24% 17% Anns 076 1* 17 414 22% 22% 22% 

56% 28%A»Rp 1.00 27 7 2072 37% 37V 37% -% 


Z7% tBAraHartgn 
88% 47AnMma 
3% ftAmtato 
129% 86% Antal c 


58% 28% Am Be 
47% 25% ArnSndf 
68% 49% Aontb 


228 IB 16 4882 63V 


52% 34%AmmkM 108 20 12 10 48% 48% 49% ft 

2% 16 Arm* i 024 1.1 14 614 2 21% 22 ft 

a 65 Amoco 2S0 11 1S6153U90% 89% 00 ft 

14 lOtapctnt 034 20 9 168 12% 12% 12% +% 

27% 16% AmoimX 17 4E 25% 25% 25% ft 

55 34%Amnfli4 158 13 15 1583 51% 50% 51% ft 

73 48% Anodrton x 030 05 34 986 56% 50 56% ft 

29% 12% Analog 2016181 22 21 21% -% 

25% IBApgdkax 090 12 130 10% 16% 18% 4% 

45% 32% ArSedi 096 22 18 8104 44% 41% 44% ft 
a 12% Mater 17 267 12%d72% 12% ft 

87% 47% AmCp 1.44 22 3 1782 65 6*% 84% 

30% 24%AjxrtsDp 028 08 231432 34 33% 33% ft 

8% B% ApH tain F t 060 03 88 9% 8% 8% 


80% 9% Apr* Hag 20 7807 38% 2G% 27% ft 

42% 2B% AppIPwA 012 03 15 348 42 41% 42 ft 

23% 18%ArtDn 020 1.1 1011833 18% 17% 18 ft 

54 45% ArcoCPf 2S0 6.1 12 IS 46 845% 46% -% 

8% 3% Aram 512731 4% 4 4%+% 

34l 2 22Anw2.1Pt 110 93 20 22% 22% 22% 

75% 51%Arm(W ISO 13 17 1030 70% 88% 70% +1% 

59% 35% AmvBf 14 3473 56% 55% 95% -% 

ft% 4% Aim Grp IS 4% d4% 4% +% 

25% 18% Altai kill 076 15 10 435 21% 21% 21% ft 

38% 23% Asarco 080 2.7 8 lira 30% 29% 30% +% 

25% 11% AduPGZK 032 23 » 13% 13% 13% 

46%34%AdU 1.10 17 10 1486 40% 40 40% ft 

28% 20% ASM GW 048 IS 27 31 24% 24% 24% 

16% llVAa&ftcF 050 40 647 11% 11% 11% -% 

4% 2% ftsea Mr k 03811.3 6 185 3% 3V 3% ft 
52% 33% AteldCpA 1210 46% 45% 48% -% 

4ft 3202 AT&T 132 18 1039GS3 35 34% 35 +% 

317% 280 ABHCtl2 180 09 20309% 309% XS% 

14% TVAMSgb 6 40 0% B% B% ft 

a 16Am:En< 1S4 93 14 5E0 16% 16% 16% 
W%W7%A*kH 530 61 13 4448 133% 1M133% +2% 
2 ,’«ABU 309 % dA A -it 

31 £Q%A8naB4 ISO 18 17 85 26% 25% 26 -% 

8% BVAorttafU 013 IS 143 8% 9% 9% 

45% 35%«0xbx 048 1.1 S 5803 43 42% 42% -% 

37% 19% AcUZDM 20 2854 23% 22% 23% +% 

27%11%Annm 10 95 24 % 23% 24% +^2 

12% 5%M*i 338 11% 10% 11% 

64% 38 Ameli 060 1.1 13 2774 57% 55% 56% *% 

E3%36VAmft 116 13 3 4684 55% 5*V 54% -% 

17% 8%AmtaGlXV 050 45 12 11% 11 11 -% 

14% B%taar 1538 7% 7% 7% *% 


93 34% BCE k 
8% 5%B*iC0i 
20 % lBVMorW 
40% 22% BASH 
26% IB%MtarBci 
32V 23%aacp 
21% ISOMHd 
29% SBSBEx 
48V 31% BncOnex 
81% 35VBlHdlV 
13% 8VBCH 
14% 11%BCPA0R 
46%33%BcqMB«l 
55% 44% BWftO* 
Q3%5B%ta*An 
42% 21% Brtlff 
M MBTMADfl 
91 «BankAnA 
85% B2% BartcAa B 
78% 41%BH8ln 
07 75V BttoBUS 
47% 41%attaHA 
86% 81 EM1U 

80% 42BdB75X 
87% 25% am ten 

74% 35BVM&P 
9>% 27% Bmflix 
32% 24%BrtGd 
18 loearjpaj 
11% BVBBBI 
44% 32% Bwsnx 
48% 33BWarx 
43% 15% BajHMs 
30% KVBriSIGbs 

S 15% BBS 

10% Bd Tr 1838 
8% 7% SEA kief 
8% 8%8HSmX 
34 17%BeaSI 
35% asmaa 
44% SBaciamki 
5l % 35% taftiO x 


a 1816 47% 46% 

I 7 33 6% 6% 

106 18 17% 

! am 38% 38% 

I 18 288 25% 24% 

! 78 SC 27 26% 
! 21 458 20% 19% 
I 14 2265 26% 26% 
i 1312184 44% 43% 

I 19 1(3 58% 58% 
I 42 85 13% 12% 

1 11 1111114% 14% 

13 635 45% 44% 

14 IS 51% 51% 

1511540113% 110% 

16 81® 40% 38% 

338 17% 17 

V 48% 49% 
4 83% 83% 

I 18 8309 72% 71% 

I 10 86% 88% 

I 2 47 47 

I 13 2678 BlV 83% 

I 12 50 85 63% 

i 16 1357 Z7% 2T 

14 211 73% 73 

17 5631 U50% 48% 
>4250 25% 25% 

12 80 10% (0% 

I 3930 8% 6% 

26 12«3 38% X 
i 21 4883 46% 44% 
16487 16% <715% 
113 173 25% 25% 
438 18% 17% 

I 13 19% 18% 

I 632 8 7% 

77 8% 9% 
7 2737 28% 27% 

17 156 34% 34 

18 12a 42% 41% 

a 3383 47% 45% 


44% +1% 
58% + % 
13% »% 
14% 4% 
45 +% 
51% -% 
113% +3% 
40% *1% 


BE OUR 
GUEST. 



When you stay with us 

in ISTANBUL 

stay in touch - 

with your comp li men lary copy of the 



JPt— 

2i V i2%Bd8dPnv 
74%SE%EMU 
24 IS Balk 
47% sVBtCdi 

41% 31 WO A 

43% 25% Bmrti 
67% SBBmrf4JPx 
75% 48%Bmfi 
27% 20% Barton A 


15% 8%Baijftdrx 
a% 7%MBuy 

a% 2*%BWia! 

54% 48% Brtarn ft 
15% 7% BadS 
67 40% BUlt 
18% BVBmen 
41% 25% 86 AM 
a% 15% BnJeT 19* 
2214%Bfen*VBS 


4SV 25%BtaWA> 
18% 7%Bb*CMp 
4% 2%8hrtraa> 
35 18% BMCMx 
IM% 74% Boeing 
47V Z7%B(X»C 
11% 4% BbtOBJCo 
15% 8% Bon On 
25% 20% Boom OS 
71% 37%BosSd 
*3% 31% BMrti 
28% 20% BRHf x 

Z7V 17%BKPrtx 
28% 16Bnarfx 
4£% 36% BrigSx 
18% 10%B«dKW 
®a%Brtiysq 
187% TZBrAIr 
1*7 94% BPx 
18% i4%BPPnxlm 
31% 23% BSM 
73% 48% 8T 
32% 24% BMjnU 
23% 11%B»Gpx 
15% B% BmoSl 
48% 34%BnfmAi 
47% KVftrfwBt 

32% 2l%Brfkr( 

7% 4%BFT 

28% 17% smmfcf 

20% 18% Brian Wei x 
32% ZlVBLCkqoCM 
44% 34VB0CAQ*n 
17% 9% Ben CM 
90% 73% BarfHx 
54% 35%BukRnez 
15% 8%anwafti 
30% 20%BMBoM 


m ft m CM 

«• * i urn am laMw 

IS* 5.1 17 347 2D% 20% 20% +% 

188 AS 158458 63% 82% 62% -% 

S 131 18% 18 10 -% 

1A4 39 18 74BQ 45 44% 44% *% 

(U4 19 171201 37% 37% 37V 

OBO IS 21 1302 41% 41% 41% +% 

'430 BS H00 66% 66% 68% +% 

Z08 £9 14 2B94 71% 88% 71% +2% 

098 IS 15 31 H% 24% 24% 

18 B2 % % % "A 

0.48 IS 163688 31% 30% 30% -% 

a 237400 36800 371 00 -300 
a ISO 1224 12(0 -10 
040 89 19 203 14% 14% 14% 

37 3310 t1% 10% 11% 

2SD 98 8 28% 28% 28% 

590 99 31 50% 50% 80% ♦% 

2060 8% 8% 8% +% 

ISO 29 X 887 64% 84% M% +% 
282439 18% 14% 15 ♦% 

146 25% d25% 26% -% 
098 04 12 2S 19 18% 19 +V 

0.40 29 215 15% 18% T5% 

048 1 4 a 200Q 83% 33V 33% -V 

142 5.1 13 106 27% 27% 27% 4% 

OSS 74 118 8% 8% 8% -% 

OSB 09 388 6% 8% 8% ■% 

097 64 1583 ®% 8% 9 +% 

080 2.7 ISO 28% 29% 28% 4% 

051 12 IS 182 42% 42% 4Z% 4% 

018 19 882 8% 8% 8% 4% 

SB 3 3 3 

008 02 a flffl »% 28V 28V -% 
1.12 1.1 B12IB5 188% 104% 105% -% 
080 IS 1045 a 32% 32% +% 

180 4% «% 4% 

0.40 3J 337 10% 10% 10% -% 

190 69 1Z 16 23% 23% 23% 

71 3870 85% 84% 85% 4% 

OBO 29 81281 40% 38% 40% +% 

OBJ 24 2H 25V S% 25% -% 

198 5.4 8 555 25% 25V 25% -% 

028 14 14 207 a% 18% a -% 

ISO 24 15 314 45% 45% 45% 

181105 12% 12% 12% 

192 2 3 aim 88% 85 86 -% 

299 22 13 58 102% 101% 102% -V 
391 29 1B1B81 137 135% 137 4% 
29117.7 81240 1S% 13% 15% -% 
1S8 64 83383 26% 28% 28% -% 

390 4.4 13 881 72% 72 72% -V 

146 99 11 312 a 28% a 4% 

ISO 02 14 231 18% 18% 18% -% 

IB 09 13% 13% 13% 4% 

1 S3 29 a a MB 48% 48% -% 

150 29 » jQo48V «% «% 41% 

098 13 3043 29% 28% 28% +% 

18 47 7 7 7 +% 

090 1.7 15 1535 £9% 28% 28% 

044 29 12 7TB 18% 18% 19% 4% 

11 233 31 30% 30% -% 

3S0 79 10 84 41% <1% 41% 4% 

141771 17% 18% 18% -% 
190 15 14 6884 70% 78 78% +1% 

055 19 21 3523 44% <3% 43% -% 

ISO 7.1 18 203 14% 1* 14% -% 

15 » 25% 25V 23% 4% 


34% 27% CWSEn 190 39 132731 33 32% 32% -% 

117% 85% OH Ri 7 416110% 109% 110V 4% 

87 84% CPC 194 19 21 2725 84% 83% 84% 41% 

21% 13% GPl Cm 098 32 18 41S 17% 17% 17% -% 

53% 41 V CSX 1S4 2.1 12 3753 18 47% 48 41% 

50% 36 CISCO? 072 15 12 8 4B% 48% 48% -% 

25% 18% CatteHta 093 SL2 18 IBB 23% 23% 23% 

*3%28%CM*B 2418878 30% 28% 28% 4% 

31% 22% CMC 048 IS » 857 S 24% 24% 4% 

18% 13% (OM 080 018 IS a 335 18% 15% 15% -% 

38% 28%CMStete< 1-17 39 13 13 35% 34% 33% +1 

45 2i%QtenO«a 21808 31% 28% 31% -% 

6% )%CtfA3fE 010 ZO 3S 5% 5% 5% 

38%18%Mmgr 2 388 34% 33% 34 -% 

14% 8% cepe an x 032 29 a 156 11% 11% 11% 

50V 15%Cx£)6 072 2.8 1885 a% X 25% 

36%1B%ClMya oa 00 17 3114 28% 29% a% -% 

10% 16% oamt Cox 040 22 45 108 18 17% 18 

47% acneus 077 IS 2 a 47% 47% 47% 

1% % Canon 83 143842 % H % 

26% 10% ChPK 032 19 31 6658 24% 24% 24% 4% 

44% 21% CapOnMa O92O8 17 2OB130%38%30% 4% 
18% 12%lteBI196x 128 75 381 16% 18% 18% 

25% UVCaoddUgii 22104 0124 22% 2% 2% -% 
85% 35CH1MI 010 02 444861 SI SB 50% -1% 

35% 10ACMQB 049 IS IT BIO 31% »% 31% 4% 

2%20%CkmM 00 20% 28% 28% 

37% 23% QnM 044 12 10 2786 37% 36% 37% 4% 

38% 33% CBP8L 198 5.1 13 3188 37% 36% 37 4% 

42 31%Qx«T 192 39 11 143 2 37% 37% -% 

1B10%CMrini 016 1.124 181 14% 14 14 

17% 13%CUteNB 098 00 18 16 18% 18 18% 4% 

58% 40CaaCp 090 04 11 1837 91% 52% 53 

10% 4% CM) Ancr OB 05 19 296 10 8% 9% -% 

17%U%CBsBgan 60 234 15% 15 15 *% 

83% 54C4* 190 IS 11 4358 e83% 80% 03% 42% 

37% 18% COI Carp « 135 35 34% 34% -% 

41 aceteWr 290 0811 81 38% 37% X -% 

11% 6% Dertn 080 79 12 788 10% 10% 10% 

4225%C>nxx 020 09 11 1310 38% 37% 3T% ■% 

33% 2B% QmtHfcn 212 05 10 141 32% 32% 32% ♦% 

29%25%CMLffld 154 58 11 108 23 26% 28% •% 

16% 10% Dm Mlkl USD 89 6 334 11 10% 10% -% 

SO 30% CateMmp ora 15 21 S81 48% 40% «% -% 

15% 11 cmkan 088 79 7 237 11% dll 11% 

20 22%BteW 1.74 7J 15 8124 2%d22% 2% 4% 
35% 28l2Ca«Dyllx 097 12 14 2123 30% 30% 30% -% 

84% 32% Cent 233157 38 34% 35% •% 

28% 12 CtnvEnlf 1321717 1P| 14 14% -3% 

51% aCtepkix oa 04 31 4187 47 48% 47+% 

16% 10% Oman* 090 7.7 8 18 72 12 12 

B% x% Chart Hu 248 5% 5% 5% -% 

1»% 52% CMU £48 £4 » 18575103% 101% 103% 41% 
5 % Ch««a B 1<S a U % -A 

38% 17% Chdfif » 1554 18 17% 17% 4% 

«% 34%Chmed £08 17 11 80 38% SB 38% 4% 

32% 23%QMaprta 080 £8 22 105 28% a% 28% 4% 


17% H%CBslMa 
81% 54 Cidite 

37 V 1B% COI Corp 


88% 51 Omm £18 11 1713Z3 tf7E% 88% 70% +1V 

27fflVddWdf 065 £8 1» 23% 22% 22% -% 

18ll%OfeMtnd 008 08 101 14 13% 13% -% 

18*2 11% M0r 020 19 4837 15% 15% 15% 4% 

8% 4%CPodtM 12 206 6 5% 5% 

44% 38% C&Crflx 4Q6 41% 40% 40% -% 

33% 20% OrtSena M 9h14% 38% 33% 4% 

36% 25% QzyWk ISO 59 615KB 30% 30V 30% 4% 

62% 40%Qkttk 1.18 £0 21 5688 50V 9 9 4lV 

l8T%HB%Ckmf * 132 2.1 11 380154% 152 154% +2% 

6% 7%ChmHl 081 04 528 S% 0| 8% -% 

45% 35%C8carpk £48 03 18 202 39% M 38 -V 

87% 31% Ok Bel OSD 19 72 526 63% BO B0% 4% 

29% 18% CM* OK IS 11 Z74 18% 18% 18% 4% 

2% 1% Chapter 0 5 443 1% 1% 1% 4% 

35% 27%Cnmyr 190 52 17 TIM 34% 34% 34% 4% 

41 V 34% Chaco £00 59 IS 321 35V 35 35V 4% 

»% aorco 014 04 a 5187 38% 35V 35% •% 

44%26%ChaBtt 27 3832 27% 27 27% 4% 

127% BOfep £10 19 151585(117% 115% 116% 4l% 
05<2 82%QcpPDAd 690 84 ZQ 93% 83% 03% 

100*2 03% Ck*R3Ad 790 7.1 Z1U 00% 09% 09% 


12% 10VQ2HUBAX 151771 12% 12% 12% -% 

12% 10% CbnUBBi 15 93 12% 12% 12% -V 

25%12%«rH*4 0.44 19 15 848 23% a 23% 4% 

25% 93 Off 005 03 3 1BB7 21% 20% 20% -% 

28% 7% 0*34 012 07 18 UM 17% 17% 17% -% 

18 12% 0x0X1 He 1 008 OS 13 27*2 13% 13% 13% -% 

8% 7%CtamenlBG 081 89 144 8% 8% 8% -% 

82% 72%Dkn75Bi 798 89 UM 01% 01% 81% +1 

46% 38% CM> 190 11 7 521 41% 41% 41% 4% 

B172VCMUB 740 89 4 88% SB » -1% 

127% rackm £32 19 SB 585 110% 117% 110% 4IV 

5% 2CM.Q0UP 278 2V 2% 2% 

11 lOCKAkmna 098 00 73 10% 10% 10% 4% 

30% B49Coectnan 090 19 11 BK a 19% 18% -% 

48% 26% CDaat Sm 77 IS 43% 43% 43% -% 

51% 34% CoasS x 040 09 10 3245 47% 45% 48% -% 

63% 38 Cm C 1 096 09 4224077 60% 58% 58% -% 

66 MCoraEnz 010 02 70159 81% 80 a -1% 

25% 13% CnaarDte 015 09 607 18% 18 18% -% 

38 29%CD0na 012 O4 21Z780 31% 31% 31% 4% 

28 11% Catoanr 2097 14% 13>2 13% -% 

113% 68% cagfa 290 £0 a 4414 108% IDEIOrA +2% 
ItH* 8%Ctetef x 064 B9 113 10% 10% 10% 

8% 095 08 358 8 7% 8 ♦% 

7% 6%C<*nif 088 89 206 7% 7% 7% 

7% 6%Catamtf 051 69 240 K7% 7% 7% +% 

88%41%MGn 060 19 14 2288 80% 5B% 60 -% 

44% 31% GSCA OOB 02 1742K7 9 37% 37% -% 

23%1S%CdMi 198 79 a 831 a% 19% a -% 

33 18% Bute Oa 09 15 225 31% 31% 31% -% 

63% 36%Qzmcax 1.72 £8 17 2378 81 60% 60% +% 

S 3% Cantus 054 4.4 14 112 12% 12 12% 4% 

33% 24% Canal IM OS 19 10 388 20% 29% 20% -% 

25% a Canons ISO 7.7 18 24% 24% 24% 

&% aitenaeOB £00 79 3 3 25% 25% 25% -V 

12% 7%Canm»PZ» 528 8% 8 84% 

87% S%Caapq 183084 7B% 72% 78% +1% 

18% 6%Casp& 208 15% 14% 14% -V 

W% 33%CrtAB 010 09 4719158 40% 39 39% -1 

86% 61%CnpSdf a 3003 85% 83*2 64% 4% 

47% 16% OnotTHP OlO 09 V 730 35% 34% 34% -% 

33 16% Cornu 078 39 34 2441 3G% 9% 2B% 4% 

14% 4ACan*)CM 51082 8% 0% 8% 4 % 

57% 37% (Mgn 198 19 64 3114 66% 55 58% 41 % 

25*2 Z1%CemdNBx 192 09 13 174 22% 32 22% 4% 

24% ifl% CoonEnf z 1J2 89 12 118 3% 21% 22 -% 

113 83% MM ISO 1J a 14510118% 112% 118% 4% 
81%64%OnE4SS 465 08 tf 70 7U 70 

34% 25% Cobs&I £10 08 10 2259 30% 30 30V 


48% 2&%C0B3tSar 
51% 34% CoasS t 040 09 
63% 38 Cm C 1 058 00 

88 24CrmEnx 010 02 
25% 13% CDov Dab 015 00 
38 23%CDgna 012 04 
a 11% CDtaran 
113%68%C0Va 290 29 

10*j 8%Ctetef* 084 89 
8% 7%Cdo«f 095 08 
7% 6% Cohalf 098 89 
7% 8%CahnHf 051 E9 
88% 41% COSs* 060 19 

44% 31% GSCA 006 02 

23% 18% Coni 198 79 i 

33 18% Canteen 028 09 

63%36%Qzmncax 1.72 £B 
SI 3% COlMfe 054 4.4 


18% 6% CaqCr 206 

W%33%CnuA» 010 09 4719158 
88% 6l%CnpSdf 33003 

47% 1B%0nm*THp OlO 09 V 730 
33 16% Cams 078 39 34 2441 
14% 4ACon*)CM 51082 

57% 37% (Mgn 198 19 6* 3114 


113 63% MM 
81% 64% CansE*. 
34% 25% Crated 


SO 85% CamEdn UO 79 10 71 70% 71 

27% 1498 Oten 040 19 18 3088 a% S% 28% 4% 

58% 41% CmMG 194 17 181407 52% SI % 52% 4% 

57% 47% CrzftO 198 32 13 231 52% 51% 52% 4% 

38% IZjjCOBSfem 2 MSB 38% 37% 38% -% 

43% 15Caaacoi 012 09 18 0823 38% 38% 39% 

88% 91 CEgy79Bx 70 U AJ 96*2 98% 98% 

61 SOdwA-IBk 4.16 7.0 Z100 50>2 59% 59% -1% 

n% ® CEO 7.45 X 7.45 7J HOD 98% 88% 98% 

15% 11% CBaWa 32 IS 14% 15 4% 

10% 8%CTOHPI 124 117 212 8% 0% 8% 4% 

3% t>% Conprftof 1210M 21% 20% 20% 4% 

47 34%Caophk 192 2S 15 3B5B *5% 44% 45% -% 

27% ISCBDperlSfli 094 IS 14 875 19% »% 13% 

17% 11% GDnrMz 094 IS 10 I2S 14% 14% 14% +V 

55% 35% Cntaii 1S8 16 14 3835 82% 51% 52% *1% 

462£70CM«k 072 IS a 8610 u4B 44% 45% +% 

31% 18% Conor Cr OJS 19 II 4130 Z7% 27% 27% «% 

MV 18%CtetePr 19* 49 18 43B 27% 27% Z7% 

26 n Croon 1897 17% 17% 17% -% 

18% 8%Qrt 2 8 18% 16% 16% 4% 

34% 34 Cm 090 16 15 2*3 32% 31% 32% +% 


jr s.» 

24% U%Crotdf 098 
38% 251 CldRl 198 
18% 8%QHfz 190 
4 1% Cfl Uq Mi 004 
23V iSVOanptadX 
5BV 40%QnnnChf 190 
27% 18V CUCtal 
85V 43V COMP 
51% 34% CnanEa 190 
12 lOVCunorh 080 
58% 48% CAMk 190 
U10%CVReBx T.1B 
«7%2lVCVS 044 
16% 8%0wSn 
a% 19% CypAaK 090 
42V 20VOnef 


39 17 a 

29 181472 
89 16 1488 
£1 3 81 
2838 
19 a 1837 
4420298 
6i 4a 
19 U 1762 
79 12 18 
19 18 <1 

02 10 a 

00 21 3355 
18 2504 
12 a 1043 
18 5486 


22 21 %- 
38% 35% 
18 15% 
2 1% 
21 20V 
54% 53% 
25V 2«% 
83% 82% 
54V 53% 
II II 
53% 59% 
12 % 12 % 
46% 45% 
12 % 12 % 
24% 23% 


28% ZI%a>LIHf 198 
27% 170aaaSn 014 
35% 27V Oaaf 190 
»a%0mter0gx OlO 
10%11%0atadfx 018 
14 8% Anton 0.08 

20% aOBUGn 

1% % 0M4XM 

44% a0a)0M 09* 
2% JDOLB 
31% SVMdgawn 
84% 2i% oro ftwa are 

44 22ADawHDf X 098 
B% SDaMHSHk OSO 
47% 330m 090 

23% 1B%MoA 194 

87% 88%lteAk- 090 

8 4%DaM«ttd 
38% 27 Mm 148 

33% 21% DapOBri 090 
33% 23%DadvQpx 096 
«2% 25 wo Prato 048 

73V55%0tedm 
ii4 4%omcap 
44% 2252 Mold x 050 
78% aOhUE 
41% 27%nrd 018 

28% lacmoni on 

78V 53% Dtoaar 053 

43% S9%Ddafd 040 

44%36%Domltef 298 
8% 6%Donfertaci 014 
37 24DaMdma 096 

39% 28%Doxdr are 

55% 36% Omar 068 

82% 68% Dm CD 390 

C% 31% Datoka 098 

23% T3%Drtg)Ai 032 

31% 25% DOE x 196 

15% 10% Dam 
38% 23% Ortorf 088 
10V B% DrUiFdSx 098 
8% 6% DrftaStGx 075 
37% 27% DTE BOD 3 208 
78 85 DuRrMS 490 
25% UVDwmnwi 
O43%nioft> £12 
42% 2B%DlMIB7 204 

2?% t.;\ Duted 088 

115% 89% DuKrt £3 

31 24% OWL 41* 249 

2B aonqmiraxisa 
2B 24% QoqniSDx 290 
31% a Dud. 49 x 2-10 
i7%io%mf 
33% Slfl^nanhs 090 


OS 14 1200 34V 23% 24% +% 
08 10 480 25% »% 25% -% 
39 102731 32% 32% 32% ■+% 
03 a 235 43% 43 *3% -% 

1 A 986 13 12% 13 -% 

19 18 1881 8% 7% 8% *% 

21 BIB 18% 17% 17% -% 

o 10B H a u 

19 a 4477 43% 42% 42% *% 
188 IV 1% 1% 

8 147 7 7 7 +% 

22 20 7ZSu34% S4% St% — % 
19 13 7248 38V 37% 38% -% 
74 441 BV 8% 8% -% 

19 13 5634 45V 44 44% -% 

as 10 812 18% d1B% 18% 

02 48 3808 BS% 82% 83% •% 
31 ft 6% 8% ■+% 

49 40 B99 32% 32% 32% 

29 14 1B7 32 31% X -+% 

11 15 1M3 31% »% 31 +1% 

19 18 10 31% 31 31% -% 

1783 37% B5% 65% -1% 
a 4% «% 4% 

19 27 1278 3S% 38% 33 •% 

B4I3 a% 27% Z7% -% 
05 15 3202 32% 31% 32% +% 
£7 18 478 S% 21% 22% +% 
07 3310773 75% 73% 75 +1 

19 27 EBB «0l 2 30% 43% .% 
OB 14 7080 aft 37% 37% *% 
1.7 5 125 8% ft 8% 

19 19 563 38% 38 38 -% 

£1 10871 38 35% 36% +% 

19 IS 2873 5J% 52% 53% +1% 

39 10 3852 83% 83 83% +% 

22 21 1725 <3% 42% 42% 

19 a 3H 21% 21% 21% -V 
49 12 288 28% 25% 28% 

14 370 11 10% 11 -V 

29 21 B87B 31% 31 V 31% +% 
69 3SB 10 8% 10 

02 117 BV 9 8%-% 

79 12 1212 27% 127% 27% +% 
02 4 72 71 72 +1 

16 182 24% a% 24% +% 
49 19 B311 44 43% 44 +% 

40 22 33 41% 41% 41% 

13 18 8011 «7% 2ft 27 +V 
£0 171598 114% 110% 114% +3% 

7j 5 a a a , 

60 8 27% 27% 27% ■% 

79 B a 27% 27% 

72 a a a a 

14 78 11% 11% 11% 

OB 12 118 33% a 33 


11 4%ECCU 
25% 18% ECU* 

8 aim tads 
57% 2B% Etohons 
24% 14% EM IMS 
40% 30% E Eah x 
78V 50% EanXSr 
84% 65%EKatokx 
74% 50% EataD 

3ft 20%EcHh 
38% ZftEBMifd 
3% ilEdnoM 
72\ iSEdddd 
41% 22% Eflmnhx 
6% 3% QxnQnm 
3ft SanAOR 
2S% IB 1 ] BarCnrp 
83% 40% BK 
53% 33%aAqdl 
15% ft BhM 
a% 15% BE cop 
8% lEnoGmnf 
32% 3B{] Bote 
7% 6EnpD4.75 

10% 17%EMteBl 
18 lOVEnzxntCA 
78% 5i% Endesa UR 
31% 2T%BwgenOD 
37 2ft fflpAGfl 
83% zaEngyMra 
28% I7%ER0HZ 
12% ftEnteBuw 
24%&%Enonx 

47% 34%Bna 
30% 18% EnranOK 
SB 3IBnkt 
24% 14% Bwdl 
3ft 24% B*i»f 
1% iVBRRoety 
34% i7%Eddte 
32% 2l%Equ8Cnx 
32% 25%EqWte 
53l 2 32 BjndAt 

28% IftEshdw 
13 BVBtqlx 
17% 12% EUPPd Fd 
18% ISEnUr 
45%290OEnS* 

107 77% Exxon 


30 5% 5 5 

098 £7 18 441 21% 21 21% 

4a 3% 3% 3% -% 

oa 04 a 157 51% 51% 51% -% 

I SB 02 12 238 18% 18 18% +% 

ISO 49 11 310 3ft 32% 32% -V 

1JB 12 11 1353 S 54% 55 

178 23 2548150 7ft 7ft 7B% -1% 
ISO £2 18 IBS 74% 73% 73% +% 

OSB 2S 14 1027 34 33% 34 ■+% 

094 1.7 21 730 37% 38% 37% +% 

442 % A % 

190 49 1321318 22% 21% 22% *% 
07229 11 0573ft 23 35% +% 

203 5% 5 5-% 

2723 35% 34% 35% +% 
Oa 1.1 » 57 25% 25 25% +V 

090 U 4810838 42% 4ft 41% -% 

094 29 25 2200 48% 47% 48% -% 

14 a 7% 7% 7% -% 

21 8905 13% 32% 33 -% 

092 02 80* 8% 8% 8% -% 

£18 43 21 4788 50% *8% 50% *1% 

047 07 8 7% 7% 7% ■+% 

la 80 IS 14S 18% 1ft 18% -% 

0.10 09 191351 18% 18 18% -% 

1.11 19 12 107 83% 62% S3 -1 

170 40 14 88 80% 2B% 30% «% 

754 30% 28% 30 *% 

12 207 80% 58% 5B% -1 

035 19 21 1023 22% » 22% ft 

082 07 11 252 10% 10% 10% 

196 7.1 11 570 22% 22 22 

09022 17 552140% 4040%-% 

012 09 23 1204 21% 21 21 -% 

34 2200 5ft 49% 48% -% 

020 19 2DZ7 21% 20% 20% -% 

190 70 13 5324 25 d2«% 24% -% 

a i% t% i% 

033 M 24 2314 2ft 29 2ft -% 

020 07 S 7078 30% 30 30 -% 

1.18 39 18 503 31 3ft 3ft -% 

034 07 37 6EB 4ft 48% 48% -% 

10 51 27% 27% 27% -% 

090 5.7 11 2113 8 ft ft -% 

016 19 n 15% 15% 15% +% 

192 0.7 a 1ft 1ft 15% 

198 3 9 9 807 «% 42% 42% +% 

118 10 1714215 104% 102% 104% +1 


11% 892 F* tear x 
16 13% FT Dearth 
19% 9%ntxCMmA 
43% 27%Faetta 
8% .5% Footed 
10% ft Fsttkc 
33% iB&Feamuix 
a% 20%FMR8grx 

7% 5% Fattx 
56% 33%f*&p 

2ft 18% Fated 
20% £9%fwwisg 
38% aWDepSI 
32% 22%fenpCap 

E% 12% new 

108% 43 Re 

17% 11% FpgrtMf 
08% 41FMABB 
84% « FOBS 

12% 9% FteteAm 
a% 21 FUBmd 
81% 34%FQM0x 
44 30%FcOta 
18% IftHretFH 
17% 11%FUniF 
aft 51% Fir UMn 
14% ftFUH 
54% 21% FkdUSA 
55% 38%FkxtVfeg 
32% IBARrxMCO 
63% 37%FMF> 

37% 23%FM& 
»%11%FVnOt 
Sjl 28% (Wig 
28% 12%Fkron 
48% 34%FMe 
75% 5ft Rmr 
77%fiftFHCCp 
31% 19Ft3tar 
37% 27% Fad 
8% 7% Fate < 

47% SftFUBW 
2ft 1 FxHOi 
48% 41% FPL 
11% ftFrwceEn 
ft 7%Fn«Pl 
85%3198FnMM 
*1% 20% Fraifltarer 
6 3% FltMAx 
ft 3% FrttnrBx 
44% 2ft FraMlte 
34%25%FrH3A 
*% 27%FiMCGB 
32% 21% Fraten 
33 V 1ft Fra* 

44% 22% FfOdLaxn 
Hft 72% FdAnEn 
28% ISVFaZBEM 
Z7V IBFum 


59% 53% GAR3E75 
51 V 43GATXI 
44% 3VGRCM 
4ft 37% GIEx 
22 17GTEF125 
8% ft EefeedEqi 
39% 28% GaBprr 
87% 59fianiof » 
36% 21 Gedtoc 
28% i8%Carmsinft 
40% 32% SC Cm 
30% 23%&nMI 
a 11%Qnap 
a% IftGUMnr 

75% 57<M7|B 

fflA 69% GteSK i 
*& £30 Gan Heal i 
14% 7%(tonHau9ii 
8ft S2GdH 
63% *ft GanMlr 
88V 45MIM 
177% aEanMi 


a nv nv «v 

1.12 7.7 37 14% 14% 14% -% 

14 01018% 1ft 18% +% 

084 £1 1819535 40% 39% 40% +% 

13 13 ft 6% ft -% 

17 287 10% B% 8% -% 

040 19 1812883 3ft 20% 3ft +1% 
198 89 31 112 27 2B% 2ft -% 

OOB 14 0 202 5% 5% ft 

19 3293 i£7 55% 57 4% 

0.48 19 808 21% 2*>] 24% 

08720 10 *a 28 25% 25% 

2818238 37 3ft 3ft -% 

062 29 16 2a 31 30% 30% •% 

100 15% 15V 15% •% 

000 0.4 13 3847 53% 68% 58% -1% 

OTB 1.1 17 1818 14% 14 14% -% 

198 £8 15 818 64% 6ft 84% +% 

196 £4 14 7716 78% 78% 78% +% 

a 178 12% 11% 12V +% 

032 19 15 B14 25% 25 25% +V 

ISO 29 13 7282 58 5ft 57% +1% 

098 02 2914820 3ft 34% 35% -% 

021 1.4 1051 15% 15% 15% 

190 04 135 18% 18% IS -% 

£32 29 17 8734 01% 89% 91 V +1% 

044 13 83 257 lft 13V 13V 

024 09 24 7513 49% 48 40% +1% 

150 £9 15 367 53 52 52% +% 

076 £5 17 1335 3ft 23% 3ft ft 

190 £9 15 8175 01% 5ft 81% +1% 

064 £6 12 2823 25% 24% 25 

098 OS 24 1578 17% 17% 17% ft 

£10 69 11 1710 30% 28% 3D 1 ] ft 

062 £4 a 4483 28% 25% 2ft -% 

094 10 15 S 48 45% 46% -% 

Dl7B 1.4 IB 4107 55% 54 54% -% 

II USB B 63% 63% -% 

615 a% 2ft 29% ft 

194 40 813070 32 31% 31% 

073 00 237 8% 8V BV -% 

082 22 10 382 37% 37% 37% ft 

025220 02 1% 1% 1% 

192 40 13 2464 <5% 44% 45% ft 

008 07 IV 10% 1ft 10% 

094 04 980 ft B% 8% -% 

032 08 21 46n 58% 57% 57% -2% 

18 OK 39% 38% 39% ft 

018 £6 2 3% 3% 3% 

OlO 29 14 3% ft ft -% 

oa 10 IB 1186 29% 29 29% -V 

000 £9 34 15*5 30% 2B% 30% +1% 

oa 29 a 2809 32% 3ft 31% +1% 

oa £0 a 213 3ft 2B% 28% -V 

097 *9 151BZ7B 20% 018% 20% ft 

4548 4ft 42% 43% -% 

oa oa a raft 104% iD5% ft 

14 111 2% 2% 2% ft 

024 i0 ii ia 21 20% an* -V 


• 17 u£S% 

11 552 43% 
415 ft 
I 188095 47% 
31 18% 
775 9% 
I 12 164 32% 
' 19 2054 87% 
I 21 3735 34% 
I 18 2BG0 71% 
18 193 33% 

1 12 a 30% 
10 883 18% 

i a 71% 

« 1382 6ft 
I 2*21671 105% 
804 3% 
12 1DV 
71087 82% 
91332 57% 

I 19 2487 56 

: is rail w% 


SB 58% ft 
48 4ft 
5% 5% ft 
48% 47% *1 

lft lft 
BV ft +% 
32 32 ft 

88*2 87% -% 
3»% 34% ft 
71% 21% +V 
3ft 3ft -V 
3ft 30% 

18% 18% +% 
21% 21% 

67% 6ft + % 
102% 105% +3% 
3 3V 

10 % 10 % -% 
67% 62% ft 
57 57% *% 
5ft 55% -V 
16ft 168% -% 


4ft 32 oortlo 102 29 1* 1578 

67% 5I%GenotecP H18M 

34% 18% Mint 6078 

11% ft Garth W 411 

ft 2 EMM 58 288 

23% 8% Gonad me U 912 

4ft 4QGanRx 1/44 10 T7 1801 

38% 23% Grata® 1 092 19 12 7® 
Bt 63agw 200 £8 422020 

17% UGertwSd 082 20 a a 

U% lieonwrFd 047 16 438 

21% 12% GUDZ For 012 OS 33 
10% 7% an Bp > 5 

1ft 10% Start kxn 000 19 8 70 

88% 4ft Qtel 072 00 48144a 
8% ftamxBHX OlO 19 a 427 
37% 23% QnSWx OM 22 178140 
43 2ft QMZUlOo 090 19 9 75 
» lSGrtladT 14 ia 

28V 7%QoMter 30 2W 

ra earnm o*4 os 1011a 

45% SftBkUX 1.10 £8 18 778 

55% 41% Bdiev 1.18 £0 3841 

7% fterttacnao 31 a 

SB 3ft Btl IS* 50 1323737 
58% 87% enoiw 090 00 22 3812 
82% 82% OmW 1.00 10 18 582 
3ft lOBrCMPM Z«88 

S 25VBMHX 108 34 3228 

19% 6MPT 040 19 13 898 

78% 41% 6lLxl«C 890 19 1243a 

38% 4* QMl kp 600104 8 17 

48% 21% Gmnr 100 22 6318003 
29% 22% Gram WPX £12 03 10 85 

42% aenmwf A 0J0 09 17 7BS2 

84%28%Bnpena 100 19182840 
1ft 7 V Grttan 14 706 

13% 10% Grown 017 1.4 370 

ft 3%GrmbUR 2122 

80% 32V God 006 0/4 32 1748 
72% 4QEkXdMdCp 4873 

31 ift&dtadM Oa 20 11 117 


£<8 
48% 47% 
aeft 
7ft 78 
1ft 15% 
13 12% 
20% ZD% 
ft 7% 

1ft 13% 


84% 3ft 
3* a% 
W 17% 

zi% 21% 
eft 88% 

38% 39 
Eft 84 

ft ft 
3ft 38% 

as 

ift sio 

S3 

47% 44% 

3S 

23022% 
3ft 87 
«% 84% 
13% 13% 
12% 1ft 
ft 8% 

72% 71 

a eft 
3ft 2ft 


21 15% MC1WADR 082 11 IS 7K 
1ft TftHREPiBp* 104 70 11 18 
74 44% WOtal ia 14 28 2552 
2ft 8V Hdtamd 78 

13% BlTracbRh 092 £6 21 21 

18% 14% Hladikek 101 00 18 121 
22% 19 XPoMM x 199 80 20 112 
8% BHxadtanae 383 

18% IftltadyKeni 004 U 8 118 
24%17%Hnaf 042 19 17 848 

a aHHidtadx 094 10 19 250 
aft IBHxhoiADR 098 10 10 S55 
57 attatOi 072 10 17 780 
S2ftMnd 090 1.1 845 

48% 28% HntoT D* z 004 07 17 4117 
58% a Itanon hd 020 09 102714 
30 29% Haidgx 040 08 18 2SX 
a% IftHarrrtfirt 18189 

n 48% Itata 192 20 15 801 
37% 9 Unco OM U 15 448 


9% IftWrrtfirt 18189 

a 48% Hwita 192 20 15 801 
37% anna 090 £2 15 448 
30% 10% Hatataai 008 09 27 601 
52% 42%MStaf £9 10 17 2« 
B% 3%Wta» 090100 B I SB 
lft lft Mtoaet 1.14 02 8 


18% 1ft 
17% 17 

eft 6ft 

SS 

1ft 1ft 
20 1ft 
7% 7% 
1ft 1ft 
22% 22% 
34% 33% 
2ft 23% 

* ft «% 

2ft 2B 
35% 83% 

S3 

1ft 17% 
77% 78 

37 3ft 


8% 3%Wtax 090109 B 138 
lft lft Wtoaex 1.14 00 8 

38% 33%HMMe £44 7.1 13 240 
9% 75% mm 1M 70 18 M4 
37% 30%HldfeCi 240 7.1 16 389 
4ft ftngmato 474 

22% 2%Hedtttel 31 4644 

9% 5%Hk&H 1072 

34% 12% HdBdMr 028 1.7 2S 2781 
44% 28% Hetex 1.18 £8 2114180 

56 26% lute ob u a on 

68% 41% |kttet> 1M £4 18 3884 
52% SHtaor 090 1992835 

a 37 He«PK I 048 09 222800 
22 10% Head 480 

7ft 37HF5 5488 

14% ft mart A 032 £3 W 857 
8% 7%MWIncx 072 04 87 

0% B%Hddm 094 02 27 

24% IftMdllllB 2» 

14 11% Wvog6Ki 092 49 15 in 
41 31% Mertne 086 10 9 1800 
31%1S%W0HX 032 10 323540 

nft Knud an os a 17* 

59% 41% HnaDep X 004 04 96882 
20% iftHnoBdl 000 19 73 679 
85% 40% HonbM ADR 022 04 17 324 
78% 44% HqrMlf 198 19 22 3054 
47% 28lKMafl0f 054 1014 245 

a ft mas hc a 2744 

a 10% Hand 062 £4 a 213 
24% 12% Stalhem 012 05 2782 

18% iftHAtar 3400 

1ft SHlMtanSi 22 210 

56% 40%Hoatt»l< OK 10 17 3» 
106% 52Hdzll 198 17 17 157 
16 12% Howl 016 1.1 » 3 

45% 31% MM Bx 104 £4 21 SOI 
21%1I%l*dniFikx 008 09 21 112 
14% 10% Ifcdtr Cop 034 29 3 282 
44% 2ftmMS« 0.40 10 10 374 

S fSitinaB 2906 

12% Hurt lft Cx 038 £1 13 58 

ft 4%UadtaBdai 002 24 4 9 
9% 8%HSfpatox 090 99 578 


a 2744 
062 £4 25 213 
012 OS 2782 
3408 
22 218 


14 d13% 
34% 34 

18% 1ft 
9% 33% 
2ft 20% 
21% 21% 
6 ft 
16% 18% 
fl% 40% 
4ft 4ft 
42Vd41% 
52% 51% 
57% 54% 
1ft 18 
58% 65% 
14% (4 

7% 7% 
8% 9 

22 21% 
18% 13% 
Ml 4ft 

56 57% 
15% 15% 
58% 9% 
74% 72% 

«ft ®% 

17% 1ft 

Zft 26% 
a zi% 
17% lft 
8% 8 
55% 54% 
04% a 
14 14 

44% a 
Ift 18% 
13% 13% 
33% 32% 
22 21% 
18 17% 
0 % 0 % 
0 % 0 % 


a 22% bp hex 
a 11% Vita 
12% BUT Prt4 
4% 1%UK« 

«% 27%*M»*r 
Z7» iBtJktoxf 
5291 2^|taxrt)S 
33 27% ■>0442 
3ft ZS'jlPhLOB 
31% 2ft iPr*2 
36% 23% 9011011 
47% 41 VaAflRA 
3ft 22% 9» 
a45%Dz 
33% 18%tartoi 
44% 32% MCGMIi 
8% 2%k*oDd 
17% 15% HA kited 
37% 2ft km 
17 iftkrttaM) 

*ft 35%mdhd 
9 IBkwa 
40% lft tanKUp 
20% IftHSkrtx 
8% 2% IntafiKI 
17% I4%tasapk 
4% 1% kO*a 
170% 83% at 
21% 11%UFnB 
51% 4ft Wffx 
22 15% MM 
44% 3ft toms 
53% 3ft Upua 

4ft 20% Hem 
18% ift Mmtftn 
33% 28%UBfi>W 
7% 3% kflAH 
23% ifttoUBandT 
27 11% MRecd 
a 7%uTectoi 
2ft i4%tamgaCp 
S3 M% tort 
32% ZfttatBoErtx 
15V 11% Hitt km 

16% I2%en«ta 
10% 7%BtaFoal 
68% 4o%irrcp 
m 44%[rrwx 
2B% 21% ITT tax 


52 44% jdtgrFF 
13% ft JactoxrtEn 
2ft ift jacaeeEng 
io% 7% JaksrnBr 
ID 8% JBpOe 
81% 45% JteP 

w% nsqnse 
9% 7% JLBtadx 
91% 9% JonDii 

62% 41% Amu 
9% 7jrxmen 
24% lft Jaderaki 


7% 23> 2 KLH R Dtch 1.02 
41% 77 nr Erwin « 108 

«%a%ltaC49 490 
31V 23% KwrtlPPI 
10% ft KarrtSrx 096 

29%^SSp^* 162 

19V i5XatfrS«x 100 
56% a% xansaxSh o« 
16V ft Kadted 030 

1ft ilVUrtrtnSBr 09 


018 04 11 2253 24% 24 24% ft 

200117 1 41 12% 12% 12% ft 

000 80 161412 11 10% 11 ft 

12 73 2% 2% 2% -% 

198 01 13 288 3ft 30% ft 

048 20 M S3* 24% 24% 24% ft 

018 84 9 M 35% 35% 3ft +1% 
z0i 74 arena 
£04 79 7 re a 9 ft 

£10 00 2 38% 30% 30% ft 

002 29 14 1202 32% 32% 3ft ft 

UO 09 2 48 40 48 -% 

104 14 0 6161 23% 9% 23 -V 

£18 49 14 Z705 45% d4S 45% -% 

330 25% 25% 2ft ■% 

032 00 9 239 35% 35% 35% 

412 3% 3% 3% ■% 

104 73 2 16% 18 18% ft 

040 1.1 9 2381 35% 34% 36% ft 

098 07 174 12% 12 12 

7.14 49 14 106 25% 25% 2S% ■% 

K 0% 8% 0% ft 

092 17 14 4845 47% 4ft 47% ft 

000 10 16 841 20% 18% 9 

9 6172 15% 14% 15 •% 

025 1.4 13 8 17% 17% 17% ft 

218 5% 5 5V -% 

102 89 a 16 16% Ift 

12 1348 4 3% 8% 

1.40 10 1239852 130% 130% 130% +4% 

43 15H 18% 18% 1ft ft 

144 30 9 398 45 44% 44% -% 

Oa 30 21 237 21% 21% 21% ft 

ISO £3 41 8778 42% 42 42% ft 

068 19 9 2135 53% 52% 58% 

072 10 6 384 37% 38% 37% ft 

018 00 ID » 17% 17% 17% ft 

£08 79 10 133 »(&»% 28% ft 

9 10% 4 

012 07 17 7481 17% 17% 17% ft 
13129 12% 11% 12 ft 

IB 7% d7% 7% ft 
32 8151 14%dT4% 14% ft 
27 110 46% 48 48% ft 

100 U 150782 30% a 30% 

002 19 135 15% 15 15 ft 

13 a 12% 12% 12% ft 

004 29 WO 8% 8% 8% ft 

9 2156 50% 58% 58$ ft 

«0 £2 5474 75% 72% 73% '1% 

090 £3 12 2338 34 23% 23% ft 


1 a 49% 
18 504 10% 
18 183 9 

9 8 % 

280 3% 
' 14 1317 a% 

a ins 

18 1541 20% 
! 14 1908 80% 
1914711 91 

4 

I 25 4*7 22% 


IB 8% 

58% 58% *1% 
103 103 

aft 20% 

78% 79 -1% 

58% 57% +1% 


11% iornniMa»ns7 
ID 1 * 9%Konp«!8x Ota 
13% 12% tax* tan i 007 
*3% 27% Kenma on 
75 55%KwUe> in 
5G% 33%lta|Cp in 
12 8% teyan Cm 
22% <7% KsystnM 074 
1B%68%Xhtax 192 
*5% 3*% KqJMd 
20% 17% KkftyBp o.1D 
14V 5% Kraal 
42% 9% MAH OSS 
■5% 8%xa>ragaa aas 
24 ItKeneFd 006 
58V 33% Huger 
3'% 27% HIEnapr 1-78 
2«% H% UftnCii OSO 


39 13*3 29% a 28% ft 

£7 18 240 39% 30% 39% 

49 a 98 98 98 

11 <2 29 28% 9ft 

as a ra io a 

71 437 4 3% 4 

17 18 342 28% 28% 28% 

80 a 18% 18V 16V 

OS 13 735 52% 51% 52V ft 

20 0 8 18% 15% 15% 

£1 1377 14% 13% 14 

(0 13 AM 42% 42 47% ft 

89 S 9% 9 9% 

£4 27 4417 0% 88% 60% +1% 

£3 17 173 26% 2BV 26% ft 

U 61 10V 10% 10V ft 

01 101 9% 0% 9% 

08 307 12% 12% 12% 

TS IS 4527 30% 34% 38V -4% 

£8 142007 64% B3% 84 ft 

11 IS BS» 54% 52% 53% ft 

30 21 9 8% 8 

4.1 19 BED 18 17% 17% 

IS 21 STBS 10B% 104% 108V *1% 

9 800 37% 37% 37% ft 

OS 17 Z25 18% 17% 18 

2841134 13% 12% 13% ft 

IS 15 2313 42V 40% 41% ft 

OS W a M% 13% 13% ft 

04 714 14% 14% 14% ft 

» 2408 53% 53% 83% ft 

SS 13 93 30% 30 30 ft 

£8 18 350 22% 22% 22% 


3% 1% IAGnt 
29% 70%LG4EBi 
98%17%L8l«f 
» 15% UQtontkx 
36% 28% LSZBqr 
24% aLAttadeGex 
24% Iftirtooe 
13% 6%Umai6S 
BOV 12% Unto EM 
13 10%Lcrt*krt 
38% 29V La* cap 
a 21 leaned 
88% WUoEntapi 
5i%2B%lAaltaroi 
37% 20% Logon 

37 20%Ldkaen 
27% 2t% Lazar Dp 

fit 2%UbM» 

12% ftLketaASx 
43% 30%iieeiacpx 
85 48%Lkr 
ai2VLB)tadx 
22% ISVUrtd 
81% 40% Ltocrtif 
20% t0% UroMd 
71% SftUxefLFBx 
81% 40% Utal 
45% 28VUd2b 
5% 3% UJEFfly 
98% raiMMIz 
<3 i6%UaaxnG* 
10% 72% Uam 
43%25VU«kxxix 
24% 15%lt0dJx 
27% 1(41 LxawOri 
mV l4%U w galBwFx 
83% 38% Ladl. 

28% 18% UW 
43% 28% Loro 
15% lOLWf 

38 2P|UM 
BV lnVUdjeatex 
a%20%UartRtl 

30% 13%Ldamtac 
«% SS%Laartla 
25% iftLdHf 
32V 20% Lyaxiel P ( 


lit » » 

« i mt Bte uv i 


I 1% 1% 
S% 2*% 
83% 32V 
I 21% 21% 

»Je § 
23% 23V 
8% 8 
27% Z7% 
11 % 11 % 
35% 36V 

nh 21% 

ss 

a sft 

Isa 

4 4 

11% 11% 
43V 42% 
86% 85% 
1BV 18% 
1ft 18% 
67% 57 

17% 1ft 

a a 

49% 4ft 
4ft 44% 
Bft 5 
«*% 83 

33% 32% 
bs% a 

aft 34% 
24% 2ft 

a aft 

15% 15% 
4ft 48% 
21% 2ft 
3ft a 
w% ift 

M 33% 
18% dlft 
53% S% 

21 2ft 
2ft 2ft 


Hft 70 MSA be 
32% 2l% MCNf 007 80 17 848 29% 28% 28% 

10 ftMKWte 012 10 B 347 ft 8% ft 

23% 18% NXI Rea X 1.11 40 M 225 22% 22% 22% 

8% 8% MRS Bar Hrx 093 11 10 687 ft 8% 6% 

22% 16 143 Prt 106 50 0 112 21% 2D% 20% 

48% 22% MW Grand Z51IItO 3ft 34V 35% 

3ft 12% Utcftfl 20 788 27% Z7% 27% 

3ft 21% Mtadtap in U 14 311 33% 32% 83% 

18% 8% Itagntak 338 1B% 16% lft 


21% 18% Hefegtel 
«% SftWetatx 
44 iBilMkE 
2BV 18% Mane 
43 23%teanr 


20% lftH0d 13 233 1ft 18% lft -% 

1HKZ% Stataxdfe 084 08 28 79132% 151% 152% +% 
32% 21% VaM i 024 1017 70« 24% 24% 24% ft 

20% 12Mnia IZ 3* M% 14% 14% ft 

52% attagOa 100 2A 17 5239 40% 4ft 40% 

23% 17% ItaJte 084 10 IS 470* 22 21% 21% 

37% IftMBMfx 048 19 2310345 31% 3ft 31% ft 


54% 3&27 kkptirOf 108 £7 17 481 46% 4ft 4ft -% 

2JV MttatolMe OW 10 2713a 1ft W 15% ft 

14 10H1R6P 022 1010 0 12% 12% 12% 


65 52% NCHCarp 
44% aitateHlAx 
40% ZglzMCRex 004 06 10 234 38% 37% 37% ft 
64 43% Item 075 IS 8 74 52% 51% 31% ft 

a 20% WeaQi 100 20 181878 a 38% 37% ft 

19% 8% Hettw 4 ia 12% 12% 12% ft 

15% B%N«rtg(7 10 136 11 10% lft ft 

B32Afetekx 192 £1 142012 61% 5ft 81% 40 
24% 19%HVtt«h in 70 15 455 S 21% 21% ft 
68% 43% MAnrtn £78 44 10 23 62% 62% 62% f1% 

54% 30% BC8r 104 12 15 3188 51% 30% 31% ft 

47% 2D% NOte 0» 00 31 516 38% 30% 38% -1% 

22% 7%«tatfitan 22Z137 14% 13% 13% ft 


i0o 20 12 a a sft 90% ft 

HOT 3ft aft 38%-+!% 


004 OS 10 234 38% 37% 37% 
075 10 0 74 32% 51% 31% 
100 2J 181678 a 36% 37% 
4 Iffl 12% 12% 12% 
10 136 11 10% 10% 

102 £1 1424612 61% Sft 81% 


54% 30% MCOr 
<7% 20% HUMS 
22% 7%Hatfitan 
44% 31% HHFod 


108 U 15 821 44% 43% 44% ft 


*4 36% tat Pitek) 2X0 55 10 136 38% «36% 3ft ft 
32% TSMSboI 21105 27% 25% 28% -1% 

40% 31% NSav 100 U 17 lOffi 40 M% 39% +% 
11 ft Net Send Baft 6 sft 

38% aildrtl 007 03 22 301 24% 34% 31% ■ ft 
10% ft*** 19 857 ft 0% 0% 

»S2%RoUrB 600102 4 88% 68% 38% ft 

38% 17% Mian Hr 26 6a 2ft 23% 26V ft 

35% 11%MMDdcEq 11 275 U% 14% 14% ft 

22% l9%ftaotaPHr 100 8.1 12 668 X 19% 10% ft 

ft 4% Nn Art Hx 00611/4 . 6474 9 M% 4% 

23% 14% NBroBUS On 64 a 77 U23% 23% 2S% ft 

40% 31FBx£x .208 60 10 762 34.33% 34 ft 

14%.11%Hmffaav 037 27 1083 13% 13% 13% ft 

30% 2B%llwJ*hx in 5S 13 211 30% 29% 2ft . 

25% 18% MtanRf X 1/44 8.1 .10 03 23% 23% 23% ft 

3B%20%tasa 140 03 0 SR 22% 22 22%. ft 

37% 2O%taxd0rtlii a CSX a 29% 29% .ft 

38% 25NMdl 0X4 13 271524 37% Sft' 37% ft 
18% IBHeoM 0« £3 14 « 17% 17% 17%- ft ! 

72% 3ftnrort8 9.48 1.1 48 2B3 42% 41% 41% -% 

60%38%ltaenlM 040 10 46Wna 40% 40 40% ft 

24% 10% HbmCKP DU 04 7 BOH 10% 19 19% ft 

<2% ffiltaVOfix IB 80 10 -40 -40 40 .. 


OiSEitaW 


ft 80HIIDB 
3818V O* Mr 
3BV 1SV O M tewd anOUK 
27V ZDVOectaPt 100 


JESSSS 


Sft 28%0|d«diCBp 340 
10% 8%0|WafeHrSxaBi 
8% BVUwooCn a» 
37% 33%Orteginf £90 
10% I2%on0en9 098 
07% 42% Orton Oh 7 1.12 
27% 12%0wei 
21% 12% MS* x 040 

2ft iftcrosu ore 

15 ftOMHNx 016 
4ft BOMOC 005 
26% IftOMed 
27% «%0«IWW 0 60 


18 725 
tl 210 
00 72 1M3 
40 134002 
Z7B228 
50 16 1124 
70 101355 
70 a 
70 H 
09 13 »S7 
17 10 5461 
20 7 418 

1.7 a 2016 
09 a 902 

is2i ion 
£8 12 IB 

49 13 Z72 

8.7 16 148 
00 121 
is s a 

70 11 81 
30 18 no 
1410 367 
12 2260 
30 670 

34 • 13 

17 4128a 
84 21104 
IB 2083 
3.1 13 SO 


6% a * 

10% WV 19V 
Ift 16% » 

25 24% » 

2% 21% 22% 
21% 21% 21% 
21 % 21 % 

80% 60% 80% 
63% 63% 6ft 
42% 42% 42% 
2ft 25V 25% 
41% 41 41% 

17V 1ft lft 
Zft 25% 25V 
50V 49V 50V 
10% W% 19% 
27% Z7% 2 ft 
34% 34% 34% 
10% 10 10 
7% 7% 7% 
35% 35% 35% 
17% 17% 1T% 
a 82% K% 

a w% 19 
m?% 12% 

17 17 17 

10% 10V lft 

41% 40% 41 

a 25% a 
Sft 25% 25% 


-li- 
ra 1413 2549100% 06% 08% ft 
007 30 17 648 28% 28% 20% 


-P-Q- 

48% 22% Ml ora 14 17 300 40 47% « ft 

82% 42% FPSta 102 £4 1423B S% B(% Oft ft 

14% ftfS tap 6 6 14% 14% 14% -% 

lft 14 Re An be 1.18 00 74 14% 14% lft ■% 

24% tOVFESteaz 012 10 a 161 12% 12 lft -% 

221 2 IftPdfcp 106 50 TZ43B7 28% 2ft 2ft ft 

32% 24% PdEnt 1.44 44 13 719 81% B% 31% ft 

«1%2S%P1kte 101 30 » 6185 40% 38% 40% +1 

a 17%PdndNx Oa 10 81934 31% 30% 31% ft 
28% 18% M 048 24 1011701 73 22% 22% -% 

47% 26% Pen En 086 20 17 5700 43% 43 48 -% 

37% 1B% PoABeki 032 14 13 110 3% 22% 22% ft 

11 ftPOWr BB 8% 8% ft ft 

46% 31% Pufcikl OB 14 141084 44% 45% ft 

44% aFtataOta 18 811 *2% 41% 41% ft 

Sft 28%P*aEnx 140 64 924432ft2O%20% ft 
60% aPaeflA5x 490 U j20 79% 78% 70% 

67 44Rnor £14 44 21 3120 ». 40% 49V ft 

48%36%PeMU 292 50 BO & 45% « 45 ft 

61% 38% nsOI 100 20 17 1302 51% 50% 51% *% 

32% 23 Paote 094 14 16 115 20% 00% 29% ft 

37%28%PW|fiix 148 U 11 507 34% 33% 34% _ 


338 1ft 18% ft 
2)8 17% 17% 17% ft 
1181 42% 42% 42% 

047 14 IS a 38% 38% Sft ft 
009 04 2224a 2ft 25 25% ft 
016 04 196631 «% 36% 38% ft 


46% SftPwtat £32 50 a 22*5% C 45 -% 

63% 38% Plan 100 20 17 1362 51% 50% 51% *% 

32% 23Matr 094 14 16 115 28% 00% 29% ft 

37%28%PH|fiix 148 U 11 507 34% 33% 34% 

38%zr%n*BMM o0i orrazoa a si% aft 

35% 27% PlpdkOX 048 14 4921423 82% 82% 32% ft 

77%37%Fwetix oa 10 5433J3 89% 67% 68% -1 

14% 11%F«Nnmi 1X0 07 10 a 13% 13% 13% ft 

4% 3%P*B*nBl 009219 11 530 4% 4% 4% ft 
37% 28%MRex 040 1/4 « 127 33% 33% 33% ft 

0G% GOVPtnr 108 14 3014151 90% 08% 80% ft 

23% 21%P6SEX 100 U 7754 KM 23% Zft -ft 

44% 34%PkaUpJf 10O2S35BSB » 3T% aft 
78 54%FkteO 


4% 2% Mott LOO 030 7X 10 154 4% 4 4% ft 

34% 28%tepco 090 IS 13 1128 31% M% 31% ft 

7 SMraw on 44 14 a 8% 0% 6% 

25% 17% MdfcHx 010 0747334 25 24% 24% ft 

59% 37% Hart 032 08 22 94* 61% 48% 51 ft 

tzft 64% WAX. are U 191838122% 118% 120% -2% 
34% 2S%Mnta8 11 847 32% 32% 32% ft 

37%26%MtaC 040 £2 a 40K 37% 38% 38% 

21% 10% UracoTf 020 14«24Z7 20% 18% 20% ft 
U 6%Mewm| 0» 74 B 8% 0% 8% 

41% 34%lta*tepf 240 70 10 11 30% 36% 68% ft 


000 20 10 20M 70% 75% 


Z7%1448lfeCkddirx OB 14 21 « 25 24% 24% -% 

30% 25%tadk»n22x £20 74 10 29% 29% ZB% ft 

31% 2fttk0oix23x 200 03 au3t% 31% 31% 

40% iTVMdtaBhr 038 10 M 165 38% a 38% ft 

54% 41 Hdkdd 830 04 2012482 47% 48% 47% ft 

71% 42Hdfe0gf i 048 07 18 5501 66 85 65% ft 

53% 37% HctaoH 1/44 20 20 2332 50% 49% a ft 

88% aUcKemx in 14 1089 82% E2% 62% 

61% 46%ltaad(b 100 01 1583a 57 56% 56% -% 

35 25% liseeapk 044 1415 a 34% 34% 34% 

40% 31% HaStatf £83 7/4 14 318 X 37% » 

71% 44%Uta 0X8 06 2808(5 82% 80% 81% -1% 

41% 25% IMuxaGrp OSO IS 11 HB 38% 37% 38% ft 

B8% 48% MeBrSk £40 9016670 79% 71 70% 4-1% 

B% B% MnMnx 064 80 128 8% 9% 8% 

67 44% HeicSt 1.14 £3151035 40% 48% 4% +1 

90% 56% Modi X 148 10 2630570 91% 80%. 88%. -1% 

10 1%«tai*rm ■ 37148 2% Vi 2% -ft 

65% 3B%HacayGx 1.M IS 18 071 64% 84% B4% ft 

27 A UAMnte 028 1.1 23 70S 24% 24 24% ft 

104 49% Mkrta 100 IX It 8672 04% 92% 84% -1-1% 

8% 2% Itae 1571 8 5% 6ft 

4% 3% tenant 098125 16 37 4% 4% 4% 

19% 11% Hrabktac 11 0 10% W% 18% ft 

17% 12%HodoiFd OS U 4 1341 16% W% 18% 

B1%50%UaCtar 016 02 172235 77% 77 77% ft 

45% l6%UBrfTa* OlO OX 3448901 30% 38% 30% *1% 

4 %MMBem a & A A ■ 

11 7%l0dAafl 008 80 21 70 10 8% 10 ft 

10% 14%Mtate« T0O 70 12 BO 17% 17% 17% 

23% 17% Mm Oik OSD 39 0 10 17 ffl7 17 ft 

47%33%Uprx 038 01 42 1008 42% 42% 32% ft 

03% 81% NMU £12 £4 H 7421 68% 86% 68% +1% 
ra%i6%Mtaeflet amts zr% zi% »% ft 

27% 23% MbCtan Jfl 24% HV H% 

23% 15%HUAAf x 048 £3 ID 107 20% 20% 20% ft 

23% 15%Mch9fif x OS £5 10 313 21% 20% 21% ft 

8% 4%UWCup 18 101 5% 8% 5% ft 

□5%107%Mabl 404 11 1711749x138% 134% 135% +1% 

M% 8%HdnadT 40 9% 8% 0% ft 

13 7%tertkB 000 £6 40 7% d7% 7% ft 

43% Steete OSO 19 26 8225 40 39% 38% ft 

S 20%teTOaPD 1X0 7/4 10 78B 21% S% 21% 

8A 5%tetedn a 8% 8% 6% ft 

19% ^ttentawS 1/48 6X 9 19 16 17% 17% 

22% 17 Mom Cop x 0S4 4S 7 1738 21% 21 01% ft. 

10B% 73%tejaf>t 392 33 14520102% 105106% *1% 
13 B%teq|nBia 1.T1 110 215 8% ft 9% ft 

81% 68%M%nPF1X 5S0 04 20 77% 77% 77% 

72 11%HagaiNpM 032 1011 IB 18% 10 16% ft 

0% <%MixgnPr 13 2a 7% 7% 7% ... 

72% 40% HRplS on IX 105020 64% 83% 63% -1 

10% 6%teon»d 1461 10% 9% 10% 

44% 33% l*Mn on 14 17 38BB 43% 42% 43 ft 

69% 44% Km** 048 OS 3029(72 87% 55% 57% *1% 

9% 8%JWidTx OB OS 247 9% S% 8% 

11% 10%HataXmO63 04 143 10% 10% 10% 


20% 13%PMEtttn OXI 40 17 1» 18% 17% 17% ft 
138% BS%Ftttarx 4J0 4X 1S3«B3IW%112% 115% +4% 
48%28%FMteSx 082 1013 5473 4ft 42% 42% ft 

48% 31% PMPt 108 £1 128674 42% 41% 41% ft 

15% '8% MHz 015 U 17 442 12% 12% 12% ft 

8% 5%RndMr OH 31 IS H 7% 7% 7% ft 

10% 6%FtartCdx 046 04. 129 8% 6% 8% ft 

25% ZftPMmteBx 102 50 18 311 29% S% 23% 

18% 10%n*l tap OW 10 IS isa 16% 18% 18% ft 

16% 10%FHaKI1l. 0X3 20 . 171 18% 1B% W% ft 

12% B%ngrtiaPx oaexa 320% s% s%ft 

27% aPtamMr 1X8 0417 19 23% 22% 22% ft 

36% BPWwtai 16 123 28% 28% 28% ft 

32% 26%'FMICp 1-10 U 12B13 31% 31 81% ft 

06% T3%ftaO*Ffl 022 08 (0 1920 3S% 25% 25% ft 

73% 48% POM . 002 1/4 » HOB 65% 63% 65% *1% 

14% 12% nontax 109 00 WO 13% «% 13% ft 

63% 41%PtaejB 1X0 £7 193198 B% 90% B 

32% 22% FUfir OlO OS 16 1004 2S% 25% 20% -% 

58% SftRlMtaAx 033 09 14 04 82% 9% 52% ft 

30% 18% Star Dm x 0X0 IS 73 5205 19416% 10 ft 
16% 7%n«orB 52 2M 15% 15% 15% ft 

20% 22%'nmCMfe 204 70 8 482 28% 20% 28% ft 

iB%ii%n)«ni ao 00 I8 wi t3% i3% 13% 

B 30% RM 00 02D 04 111412 31% S - 61 

44% Z7%FWBk 1S0'3X 14S721 43% 42% 43% #1% 

zftpogota ai2 03 a at a 35% as% ft 


48%90%RMx 

55% anqte 

B2 1 ] 42%Mj8rm 


oa IS 2084 41% 40% 40% 
18 130 43% «% 43% 
042 00 21 124. B 40% 48% 


82%42%Pltatai 042 00 21 1H B 40% 48% 
17% i3%nmoTd ora sx a u% 14% ift 
12% 8% toteekex 0X2 11 8 B ns% 10%. 10% 


15% 11%FvtFdf . on 05 K 15V 15% 15% 

6 ft BRdSnf- 1.44 IS a 822 73% 74% 74% ft 

46% 35% Pta ■ 1J0 40 a 8» 43 42% 43 ft 

27% 23% ftrtBPx ISO 07 19.127S 01% 04% -04% 

a 20%PF3Ll ra 02 82234 20%d2S% 28% ft 

■51% 31% Rata 044 00 a 5752 47% 40% 48% ft 

54%33%R«MhX OH 05 21 HD 51% 9% 11% ft 

81% lePIVnilX 032 IS 24 SB 21% *1% *1% ft 

40 21%Rta* a 873 04% 24 24 ft 

1% %RkMMP 1 a- it 3 H 


« 21% Made 
1% %RtadfclP 
12B% 79%RMG 


1 10- it 3 fl 
IB IS 27 6887 122% . . 120 123% *1% 
004 04 181603 68% B 88% -ft. 

a sft ft 


73%4O%ROH»nxO04 04 1815a 60% BB 88% ft. 

36%20%RtaM a « 3ft a Sft ft 

44% 3D%RoUf • 070 IX 14 W «% 42% 43 

67% 28%R0r(tal 072 1018 51 58% S% 58% ft 

89%38%PN«tf 1.10 IS 122101 57% 85% 57% *1% 

B 52Rfierat08x.405 07 _ W 61 61 81 

101 BftPMmQt 7.15 70 £ 88% 88% 8ft 

32% 29%nMBx £18 70 11 3315 27%. 2B% 27% ft 
28% 17%RfiMtar 0 68 iB 101M5 77% 77% 17% ft 

29% 18% RMStarx 098 11 » 723 28% 2ft 26% ft 

26 22% Rw6 - 104 70 13 M 2ft 25% 25% 

SftXftRdUP 0X2 10 16 87 - 44 4ft 4ft ft 

34% 24 Rita - .004 02,13 410 37% «% 32% ft 

10% 9%Mdfl0rx OXS 02 35 10% W% 18% 

8 7%RrkaUBrxQS0 0.1 2W 7% 7% 7% ft 


6 7%RrtaMBrxOSO 0.1 
.14% IftFWtateierxOSB 00 
11% t^ jPubnlkixare 70 
ft 7%R*mMuaa oa 
8 7%Fitetetex on 04 


2W 7% 7% 7% ft 
131 13% 13% 1S% ft 
237 10% 1ft 10% ft 
2(8. 8% 8% 8% 

372 i£ 7% 7% ft 


■ 4ft OtabOf X . 1.14 3.1 B 1375 37% 37% 37% ft 
. 18% 12% Ortr O 0/40 .27 37 S28 .15% 14% 15 

20% 16%0on!(x 060 £4 ID 222 25% a 25% ft 

38% 30% hummed a a 36% 36% aft 

4i%a%tatar* :ra axis «i m aft- 

40%2D%tUCfcinirx 0X8 10 10 302 aft 34% 35 ft 


I 36% 22% HU Cop 098 

|. 13 ftROCndaen. 

87% BUif - 100 
T6% fttacetar 198 
80% SZRtaUxn 0X8 
38% nnttaeiFx an 
41% 33%nj0derx T0O 
58% 43% Retail 000 
51% SSSeodMOA ISO 
32% 14% EMOstop .. 

52% 2ft Rnbak 090 
1ft ftMtaoce x 0132 
66% am# i.i2 
44.S1%ftamdA0R 102 
00% BfltaMTx M94 . 
4Z%2ftfMnA 
17% 7%(taxSkxie . . 

2ft IftflBN 
14% OHaneCp OW 
30% IBVarjWdx 032 
65% 48%ltajtttx 140 
80%a%HhDMPRer 105 
47%27%MWH on 
38% 25%U)Wx 205 

20% 7%FMH 
44% iftBotetHd 
2ft .17% ROME 100 
re%.57%M#rtl ,1.18 
2% A Ro ran O lkm 001 
04% BMW ISO 
a 14% Mr 
4% 1%MtaB* 

24% 16% flotara on 
■ i4 ftRAdm. an 
-30% 16% Ram ISO 
28% ftRMW 
1W133%TO»*. 402 

13% H%KoReW - 1.15 
S0%21%Btemd 0X0' 

. -l7% ; W%1tadta*x'- ’ 0X2' 
04% 12% AwBarie 068 
38% 23%taQ) 052 

xftzfttaders ■ an 
17% 41%Rjtaadap .ore 


1710 n a 32% 32% ft 
. 140 11% 11% . 11% ft 
14 a 073. 85%. R% a ft 

04 U tt 17% 17% 

0X 161933*0% 87% B ft 

14 10 338 34 33% 33% ft 

3.1 175 - 30 3ft 38% ft 

1J 14 5303 40% 40% « + -|% 

13 73 1743 3ft 33% 33% ft 

.108140-23% 23% 22% ft 

05 24 7* 48% 47% aft 
2s 2? are. 11% ii% n% ft 

15 n B12 8T1 2 Sft 61% ft 

2S 12 iaa 4ft 40% 4o% ft 

IS 131010 85% 03 05% +3 

2)4 40% 38% 40 
* «% 8% 6% ft 
15 309 17% 18% 17% ft 
10 8 SS 13% 13% 13% 

10 231019 27% 27% 27% ft 
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074 16 21 1209 39% 39% 39% 4% 
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9 X 072 2.4 10 14 30% 30% 30% -% 

« * 060 1.1 21 9S 78 74 75% +1% 

060 2.4 14 K 32% 32% S% -% 

13 8* 036 23 13 84 18 15% 15% ft 
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060 16 S 36% 38% 36% 4% 

1679 12% 812% 12% 4% 
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38.27% S*M* 
|MkH* 


090 1 7 18 1582 52% 50% S% *1% 
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% 
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«%«%T*Qap*rOG w 33 K 86% 85% 66% *1% 

1% %TISHC« 117 1% 1 1 -% 

4% 17 UK oa 06 20 BlfiO 48% 4% 47% *% 
OM 45 11 124 22% 21% 21% 

TJ4 23 39 1442 54% 53% 54% 4% 

061 1687 23% 23% 23% -% 

3 Id 9 7% 8 -% 

164 45 M 541 43% 42% 43 4% 

472861 W 11% 11% ft 

080 16 4467 S 50% a +1 

117 10% 10% 10% ft 

9 1% m% 1% 

1.12 46 14 612 34% 24% 24% 4% 

060 16 15 1313 51% 50% 51% 4% 

1.18 45 10 549 25% 25% 25% -% 

14613 107% 104% 107% 41% 
L17 1J 18 9»4 71 70% 70% ♦% 
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11% a%Q»Mnx 064 96 
7% 1%TOtt 
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*»30%W»f 
3^1 33% 7MB 
*% 47WMB 
75%«%7MBtt 
«%37%Tlto« 
aa%7Mtw% 


70% TnU 021 
29%18%TmHBi 
49% SBTovcd 
44 34%TAeoP6 
33% 11% Twain* 

12% 4% Taw 
15 liTataf 
l9<2 BTHOn 
W9% 75% TBdED 

34% 24 % mum 

97% 40% UM 

S 24%TbwM: 

34%Tjdflx 
4% 2%MflMi 
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17 8%M)C«> 
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16 205 21% 20% 21% 4% 

138081 26% 26% 26% 4% 

1-20 11 30 3317 JB% ®% 3B% 

100 76 11 48 43% 42% 43 

25 8319 28% 27% 27% 

« 12% Tl% 12% 

016 1.1 8 IS 14% 14 14 

3 SB 11% 11% 11% 

140 12 H 8791 1<B% 103% 106 43% 

030 1.1 B 7Z7 28% 27% 3 +% 

OW 09 25578 75% 71% 75% -2% 

040 14 19 ft . 29% 28% 28% -% 

2.10 86 108413 S 834 S 

130 4% 4% 4% 

200 1J 18243x106^ 101%10B% tS 

30 87 3 3 3 

32fi 9% dB% B 4% 

031 16 619 16% 16% 18% 4% 

S38n 34% 83% 34% 


4«% 2B%Mraasc 
60% 32%TOdU 
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ZB 16% Hum tad 1 o.C 16 14 » 24% 24% 24% 


a 


43 43% 


25% 17% 3800*n 
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24%T8UVx 
aiKWaB 
4S% 2B% TnWan 
58%30%TM* 

55%36%7Mao« 

7% 2%TknO]i 
12% 9%ita« 

A 5%1h(BSnp 
10% 6% TOM* Co 
23% U%MBnt 
81% 3Z% TanM 

45% 33%T«*ftHx 029 00 2 86t 
BT% «l%T*ort 1.16 26 12 7S1 
38% 30 TOT Carp 
31% 12^ Tosco x 


060 15 2 2391 46% 45% 45% 

020 05 24 1934042% 41% 41% 

060 16 13 1478 34 33% 33% -% 

038 06 14886 46 43% 44% 41% 

040 OJ 2 13M 38% 57% X -% 

IS 24 12 571 55 53% Sfi 4i% 

180 3% 3% 3% 4% 

160 04 d 10% 10% 10% 

If 5% 5% 6% 

068 86 2 188 8% 8 8% 

If 441 T9% 10% 19% 

24 568 54% 53% 53% 

s% 4S% 

__ 56 58% 

048 14 17 W 34% 84% 34% 

023 08 23 3394 a 28% 28% 

005 02 1155 29% 27% 28% -1% 

1714149 29% 28% 29% 

162 80 10 18 8*% 24% 24% 

ZOO 22 13122*2% 90% 2% 

054 06 12 173 85% 84% 85% 

5 13% 13% 13% 

1340 56% 57% 57% 

020 26 5 18 9% 9% B% 

OX 16 11 2 2% 21% 2% 

569 34% 33% 34% . 

OW 1.1 15T1530 53% 50% 53% 42% 

062 08 12 17 41% 41% 41% Jt 

4 34% 34% 34 % 

IS 15% 15% 15% 

084 16 191884 41% 40% 40% 

064 25 S 806 25% 24% 25% 

OW 2.1 10 789 31% 31% 31% 

080 22 10 570 38% 38 38% 

63 2898 40% 38% 39% 

060 32 15 1ST 18% 18% 18% 

2 315 14% 14% 14% 

020 24 21 708 8% 8% 9% 

088 26 12 31S 36% 35% 36% 

_ . 014 IT IS 6% 8% 6% 

20% 14%1WtaGMt 065 03 IB 96 T7% 17% 17% 

25% 21%1Wa0fcc 0.70 10 8 6 Z3% 23% 23% 

02D 03 S 5873 59% 58% 58% 

a 1112 11% 11% 

115 1% 1% 1% 


34% 11% TdtriSfttx 

37% 20%MHIt 
26 23% Ttaamfac 
91% GnkHWt 

88% 62%Tanrttan 

14% 9%TtM»Rx 028 2.1 
n%4l%1MB»x 
11 5%7tnprax 
2 % 12 % 1 


47% 28%TiWltt 
GB%a%Tmlr 

47% 20%TrBdDWX 

38 33%THCBd26x 260 76 
19% IOIMcA 
44%28ATiW«s» 

27% 22%TtCoax 
87% 30% Tmijf 
•»% 2% Tom 
59%2%Tft*f 
27% 1B%TncNx 
20% 12%TUcwB> 

8% 3%HM* 
55%35%MPWX 
7% 4%TukMta 


632% MM 
12 3%7)cnT 
3 1%T*r 
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11 6%URS 14 38 10% 10% 10% 4% 

52 4B%USfW4.I 4.10 86 10 51% 51 51 -% 

39% 24U5G 813a 34% 33 33% -1% 

35% 28% UST IS 56 1220489 30% 2% 30% 43 
71% a%UAL 11 3483 BBh 64% 65% -1% 

25% 20%UQCtxpx 162 5.7 18 62 »% 24% *4% 4% 
14% 5%UNCkC ST 564 14% 14% 14% 

2D% Urtcon 1W 76 9 4087 2% 20% 21 4% 

2%IWttaC 044 11 21 447 32% 32% S% *%• 

. 1S%UDWax 012 06 15 148 19% 19% 19% -% 

W%72%0*W 224 2.1 19 115 lD4% 104% 104% -% 

an%nip«uMr 4w u 21 miHBAwh +1 

55%44%{MM» 160 37 29 884 49 48% 48% 4% 

>% 36%UnCata 075 1.6 103667 47% 46% 48% -% 

>% 18% UoMnCorp 30 10 23% 23% 23% 

a48%uei50 160 7.1 a 49% 49% 49% 

68 G0Ufi46D 460 7.0 2 84% 64% 84% 

44% WtkfiK* 264 63 12 1180 37 3B% 37 +% 

6* 34% IWacx 172 U 18 3287 W% 59% 80% 4% 

54% 34% UMM 128 29 23 1210 45 44% 44% *% 

23% 17%U«HTem 020 1.1 10 982 16% 18% 18% 

9 5%IM*p 3Z79 6% 6% 8% 

12% 41MQXP 2 24B 8% 7% 8 

29% ia%(M«Ht 074 2.7 2 305 27% 77 27% 

16 13% UOomnf IM 07 » 6S8 15% 14% 15% 

2% IBUUDnftdX 020 00 14 B 2B% 26% 2S% 
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40 26% UUlar X 10B1O9 6 547 28% d26% 29% 
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23% 14% USF5G 
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48%a%USUCp 
tl 19% USSug 
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38% 14% 
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070 09 IS 2631 2% 2% 22% -% 
49 31S 31% 30% 30% -% 
7 51 2% 26% 26% -% 
099 11 14 512 « 47% 47% +% 

016 05 2 2411 35% 34% 34% -4; 

174 11 2 7304 78% 78% 78% 41% 
OS 55 14 154 16% 16% 1S% ' 

181189 33% 32% 32% 

}M 10 14 W 34% 33% 34l 4 
170 87 13 34 20% 20% 29% 

1.89 16 12 427 29% 28% 29% 

QW 11 2213278 39 * 

1.14 1-5 23 2271 76% 

18 3a 37% 
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5238 19% 

1580 37% 
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OS 77 0 V 8% 
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Weak tech Steels lead the Frankfurt charts yet again 


sector spills 
over to Dow 


AMERICAS 


US share prices were lower 
at midsesslon as another day 
of sharp lasses In the tech- 
nology sector spilled over 
into the broader market, 
writes Lisa Bransten in New 
York. 

Near noon, the technology- 
rich Nasdaq composite was 
off 21.05 or L7 per cent at 
1,233.02 and the Pacific Stock 
Exchange technology index, 
which contains Nasdaq anrt 
NYSE-quoted shares, was 1J9 
per cent lower. 

The weakness in the tech- 
nology sector was sparked in 
part by reports of a delay in 
the introduction of new soft- 
ware from Microsoft Shares 
In the second largest com- 
pany on the Nasdaq tumbled 
S5Vz or € per cent to $88%, 
their lowest level since 
January 20. 

Worries about weakness 
among industry leaders hit 
Intel, the Nasdaq’s largest 
issue. Shares in the semicon- 
ductor giant slid $414 or 3 per 
cent to $126%. Other declin- 
ing technology companies 
included Cisco Systems, $2% 
weaker at $47%, and Oracle, 
which shed $% at $39%. 

Palls in Hewlett-Packard 
and IBM contributed to 
weakness on the Dow Jones 
Industrial Average, which 
was off 12.09 at -6,792.70. The 
Standard & Poor’s 500 lost 
2.17 at 78L95. 

HP shed $1% at $55% and 
IBM was $1% lower at $131. 

The Dow did derive some 
support from a modest 


rebound in Philip Morris, 
which had skidded In recent 
sessions after Liggett Group 
won immunity from anti- 
tobacco litigation, by agree- 
ing, among other things, to 
warn on its packs that smok- 
ing was addictive. 

Philip Morris regained $1% 
of the $26% it had lost since 
March 12, bringing the share 
price to $ii3 l /«. RJR Nabisco 
also regained some ground, 
rising $V« to $31%. 

Lehman Brothers, the 
investment bank, managed 
to gain $% or 3 per cent to 
$31% in spite of the Calling 
market after reporting first 
quarter results that were 
well ahead of expectations. 

TORONTO was mixed at 
midsession as the TSE-300 
composite index climbed 
19.02 at 6.093.80; but declin- 
ing stocks outstripped those 
which advanced. 

Avenor rose C$1.25 to 
C$23.80 as the forestry group 
said it had rejected 
approaches last week by 
Domtar about a possible 
merger, and would focus 
instead on a merger with 
Repap Enterprises. Domtar 
added 5 cents to C$11.65 and 
Repap picked up 3 cents to 
C$2.45. 

Bre-X Minerals added 40 
cents to C$15.60 In heavy 
trade after news that its 
management was consider- 
ing whether to sue publica- 
tions that it claimed bad 
cast doubt on the integrity 
and accuracy of its Busang 
assay results and resource 
calculations. 


EUROPE 


Bourses were hesitant, and 
mostly sluggish, ahead of 
today's expected US interest 
rate decision. Even FRANK- 
FURT, which had been 
buoyed by bond market 
strength and steel industry 
speculation, lost most of its 
gains after the Dow went 
sour in the US mld-moralng. 

The Dax index closed 14.05 
higher at an Ibis-indicated 
3,302.57 after a high of 
3,329.47. Turnover came back 
from DM13.5bn last Thurs- 
day,. before Friday's infla- 
tionary triple witching 
effect, to just DM9.7bn, Thys- 
sen leading in DMBQkto. 

Steels led the share price 
charts, too. Krupp came in 
DM17.50 or 5.5 per cent 
higher at DM337 and Thys- 
sen was up DM20 or 5.1 per 
cent at DM410.50. 

Mr Hans-Peter Wodniok, at 
Credit Lyonnais in Frank- 
furt, said that Krupp would 
be the obvious beneficiary if 
its takeover went ahead; but 
he questioned whether 
potential buyers would pay 
the prices that some ana- 
lysts were quoting on any 
sell-off of the merged group's 
non-core assets. 

The day's other big stars 
were SAP preCs, up DM12.65 
to DM27625 on the hope that 
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revenue targets would be 
revised later this week to 
take in a 34 per cent gain to 
DM5bn this year, rather 
than the 25 to 30 per cent 
previously mooted; and 
Sobering, another DM5.75 
higher at DM17320 on last 
week's fan letter from the 
Goldman Sachs pharmaceu- 
ticals tpam 

PARIS, too, saw takeover 
speculation but light busi- 
ness with turnover at 
FFrtLBbn as the Suez/Lyon- 
naise des Eaux mergers con- 
tinued to absorb the market 

Suez, with cash and 
unused tax losses, was billed 
as the potential bidder. Pro- 
fessionals bet that it would 


have to pay a premium to 
affect the merger and its 
shares fell FFr3.10 or Z.l per 
cent to FFr277.30, while 
Lyonnalse rose FFr13 or 2L3 
per cent to FFr574. 

Outside the CAC 40 the 
tobacco group, Seita, contin- 
ued to lose g r ound following 
last week's admission by the 
Liggett group of the US of 
the health hazards of smok- 
ing. The shares fell another 
FFT5.90 to FFr200.90. But 
Rexel, the electrical equip- 
ment retailer, rose sharply 
following Friday's announce- 
ment of three acquisitions, 
gating FFr58 or 3.4 per cent 
to FFr1,758. 

ZURICH was flat, awaiting 
results from Roche after the 
market closed as well as 
today’s FOMC meeting. The 
SMI index closed 6.0 higher 
at 4,497.3- 

In the event, Roche deliv- 
ered only the briefest of 
details and its 16 per cent 
rise in 1996 net profit was in 
line with forecasts. One ana- 
lyst noted that the company 
had also failed to live up to 
some expectations that it 
would announce a change in 
its share structure. At the 
close, the certificates gave 
up some of Friday's 3.7 per 
cent rise to close SFr85 
weaker at SFT12.250. 

Nestle, due to release 1996 
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results tomorrow, edged up 
SFr4 to SFrL571 as forecasts 
pointed to expectations of a 
10 per cent rise in net profit 

Surveillance, the inspec- 
tion and testing group, gave 
up another SFr70 to SFT3.080 
on continuing worries over 
the loss of two large 
contracts. 

MILAN featured a 7 A per 
cent surge in Parmalat, the 
food group, as the market 
welcomed its acquisition of a 
majority stake in Canada’s 
Beatrice Foods. Elsewhere, 
the market was largely 
weak, awaiting details of the 
deficit cutting mini budget, 
due later in the week. 

The Comit index rose CLS8 
to 730.38 while the real-time 
MIbtel index gave up 148 to 
11,647. 

Parmalat rose L172 to 
L2.340 as Investors were 
reassured that the company 
TmH no plans to tap the mar- 
ket to finance its C$230m 


acquisition of 75J. per cent of 
Beatrices 

Mediolanum, the insur- 
ance and financial services 
group, picked up L581 to 
L15.Q20 as Goldman Sachs 
initiated coverage of the 
stock with a “trading bay”. 
Generali, the insurer, was 
L299 higher at L29A0Q on a 
Gold man Sachs upgrade.. 

AMSTERDAM underper- 
formed Its neighbours yet 
again, the AEX index dip- 
ping lSL08.or 1.7 per cent to 
715JZ2. Financials were hit 
by interest rate wearies; the 
banking and insurance 
group, Fortis Amex, took the 
hardest knock at FI 68.90, 
down FI 2.70 or 3£ per coat, 
but ING and ABN Amro Ml 
by FI L9Q to FI 89.20, and FI 2 
to FI 124.70 respectively. 

Among retailers, the 
supermarket group, Ahold, 
dropped FI 5.20 to FI 128.10 
after Goldman Sachs cut ft 
to market p e r for mer. 


COPENHAGEN seemed to 

be muring mare about the 
Easter holidays than US 
Interest rate prospects as the 
KFX index dosed L15 lower 
at 152.84. Carlsberg. the 
hrewar, shed DKr4 to DKr3S8 
on fears of delays in the Brit- 
ish monopoly authorities 
approval of the Bass/Caris- 
berg/Tetley merger. 

Howev e r, a markedly bet- 
ter than expected perfor- 
mance from the insurer, 
Tryg Baltics, allowed it to 
transcend the general mood, 
with the shares up DKrll at 
DKr355 after initially soaring 
by 8 per cent to DKrS72. 

TEL AVIV fell L5 per cent 
ami blamed political tension 
after Israeli troops dashed 
with Palestinians for the 
fifth consecutive day. The 
MUM-anim index dosed 3.44 
lower at 24234 on very low 
turnover of Shk72m a gains t 
Shkiaem last Thursday. 

VIENNA saw weakness in 
Flughafen Wien, down 6.2 
per rant at one stage and 
rf wring Schl4 or 2 j 5 per cent 
lower at Sch549 amid 
rumours that one of the 
group's two chief executives 
had resigned. The ATX 
index eased (L9l to 1,215.69. 

Written and edited by WHBara 
Cochran*, Michael Morgan and 
Jamaa Mannbc. 


Tax fears and politics undermine Tokyo, Taipei 


Telmex hurts Mexico 


MEXICO CITY was lower at 
midsession after a single 
cross trade of 100,000 shares 
in Telmex, early in the ses- 
sion, weighed down a very 
slow market. The 1PC index 
was 16.61 lower at 3.79L29 as 
Telmex eased 20 centavos to 
25.60 pesos. 

Traders noted that Telmex 
had fallen sharply last 
Thursday ahead of the triple- 
witching in US markets an 
Friday. Dealers added that 
the primary auction of gov- 
ernment securities, to be 
held later In the day, con- 


tribed to the cautious tone. 

SAO PAULO was weak at 
midsession with the market 
already discounting a 25 
basis point rise in US inter- 
est rates after today's FOMC 
meeting and many investors 
already absent for the Easter 
holiday. The Bovespa index 
was 66 down at 9,236. 

SANTIAGO edged higher 
at midsession after unex- 
pectedly low economic 
growth In January fuelled 
hopes of a cut in interest 
rates. The IPSA index rose 
0.44 higher to 11236. 
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Austria 

-1.27 

+1.27 

+15.04 

+25.07 

+2.90 

+651 

Belgium 

-4.23 

-0.10 

+27.17 

+30.17 

+6.77 

+10.31 

Denmark 

-3-57 

-3.26 

+3941 

+45.83 

+21.77 

+25.79 

Finland 

-4.27 

-0.85 

+51.16 

+5056 

+3252 

+37.00 

France 

-2.06 

+0.92 

+30.88 

+4153 

+1750 

+21.79 

Germany 

-1.82 

+3.38 

+30.03 

+4259 

+17.3B 

+2134 

Ireland . 

-3.82 

-3.68 

+25.15 

+29-23 

+22.73 

+26.79 

Italy 

-1.77 

-540 

+24.18 

+22.08 

+1151 

+14.88 

Netherlands — 

-3.93 

-0.10 

+37.99 

+48.46 

+21.65 

+25.87 

Norway 

-4.24 

-541 

+33.09 

+39.67 

+27.82 

+3234 

Spain ... 

-3.6G 

-0.21 

+4Z43 

+50.39 

+2356 

+27.63 

Sweden 

-3.83 

+0-97 

+40.81 

+56.66 

+31.91 

+3637 

Switzerland — 

-2.99 

-0.70 

+22.94 

+34.54 

+331 

+6.61 

UK 

-3.72 

-1.85 

+13.61 

+14.72 

+14.72 

+1851 

EUROPE 

-3.14 

-0.54 

+2442 

+30.77 

+15.79 

+1931 

Australia 

-0.89 

-2.80 

+6.58 

+6.37 

+10-84 

+14.50 

Hong Kong — 

-1.54 

-7.33 

+5.19 

+17.77 

+13.77 

+17.53 

Japan 

+3.24 

-1.95 

-11.03 

-10.75 

-2731 

-2450 

Malaysia 

-2.83 

-541 

+937 

+24.77 

+23.72 

+2751 

New Zealand ... 

+0.59 

-3.72 

-023 

-0.08 

+2.69 

+6.09 

Singapore ........ 

-3-27 

-10.87 

-1148 

-3.63 

-8.78 

-5.76 

Canada - 

-2.09 

-2.B9 

+25.40 

+31.48 

+2533 

+29.99 

USA — 

-1.20 

-2.25 

+20.12 

+26.70 

+22.65 

+26.70 

Mexico 

+0.92 

-2.73 

+2330 

+34.69 

+2651 

+31.00 

South Africa — 

-0.33 

-1.41 

+5.94 

♦13.76 

-954 

-6.34 

WORLD INDEX 

-1.11 

-1.94 

+1340 

+18.60 

+6.17 

+11.75 
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FT/S&P ACTUARIES WORLD INDICES 


ASIA PACIFIC 


Tax worries dropped TOKYO 
by 3J2 per cent, ending its 
five-day winning streak on 
late waves of selling, writes 
Gwen Robinson. 

In a reversal of trading 
patterns in the last few 
months, international blue 
chips were heavily sold, 
leading down other sectors 
of the market The Nikkei 
225 average plunged 589.34, 
closing at the day’s low of 
18,043.82 after a morning 
high of 18,750.25. 

Volume rose to an esti- 
mated 409m shares from 
377m. Stocks opened higher 
after last week's 225 index 
gain of more than 700 points; 
following the government's 
announcement last week of 
forthcoming measures to 
revitalise the moribund real 
estate market, investors 
were encouraged further yes- 
terday morning by reports 
that the package would 
enable securitisation of land 
assets held by financial insti- 
tutions as collateral for mas- 
sive, non-performing loans. 

In the afternoon, however, 
remarks by the Japanese 
finance minister, Mr Hiroshi 
Mitsuzuka, suggested that a 
further increase in sales tax 
may follow the next week’s 
rise from the current 3 per 
cent to 5 per cent 

The Topix index of ell 
first-section stocks plunged 
18.77 to 1,375.71 and the 
capital-weighted Nikkei 300 
was off 3.69 at 264.04. 
Declines led advances by 783 
to 349, with 128 unchanged 
and, in London, the ISE /Nik- 
kei 50 index gained 7.59 at 
1,422.68. 

Banks, and some property 
companies gained early 
ground on reports of the gov- 


ernment’s plan to promote 
securitisation of land assets. 
However, many fell back 
later in the day after profit 
takers moved in on blue-chip 
issues, triggering sall-oBb in 
a range of sectors. 

Sakura Bank fell Y10 to 
Y775 and Bank of Tokyo- 
Mitsubishi Y20 to Y2.080. 
Sumitomo Bank, however, 
added Y10 to YL650. Among 
realtors Mitsui Fudosan, 
which rose strongly last 
week, fell Y50 to Y1.320, and 
Mitsubishi Estate by Y20 to 
Y1.420. 

Sony led blue chips down, 
falling Y300 to YB.300, its 
first time below Y8J300 since 
early February. Pioneer 
Electronic shed Y120 to 
Y2.040 and Canon Y60 to 
Y2^10. Toyota Motor fell Y 80 
to Y3.050 and Honda Y70 to 
Y3£60. 

In Osaka, the OSE average 
fell 172.96 to 19,127.12 and 
volume swelled to 366.4m 
shares. 

TAIPEI was shocked by a 
report that China would 
mount war games, possibly 
to protest at a Taiwan visit 
by Tibet's exiled spiritual 
leader, the Dalai T .a tr ia. The 
weighted index plunged 
287.19 or 3.5 per cent to 
7,946.88 in the market's big- 
gest single-session drop 
since the last round of mili- 
tary tensions with China, 
when It fell 346.74 on Janu- 
ary 5, 199R 

The United Daily News 
reported that China planned 


to hold a joint-forces mili- 
tary exercise in April in 
coastal Fujian, Guangdong 
and Zhejiang provinces: 
those nearest to Taiwan. 

Sentiment was dampened 
further by a newspaper 
report that Morgan Stanley 
had lowered its suggested 


S Africa tobaccos buffeted 


South African tobacco 
companies were buffeted by 
last week's decision by Lig- 
gett in the US to co-operate 
with the anti-smoking 
lobby. Rembrant lost 60 
cents to R44J0O and Riche- 


mont was 7 5 cents down at 
R58.75. Golds were also 
under pressure, taking the 
index down 56.4 to 1,326.0. 
Industrials gained 5.7 to 
8,328.4 and the overall index 
ended 9.6 weaker at 7,0884). 
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Australia (76} 

. — 31759 

-05 

201.14 

168.39 

190+3 

184.13 

-0.1 

4.12 

21831 

202.94 

17038 

10155 

18432 

225.77 

18844 

202.10 

Austria 124} 

— 18554 

05 

17151 

14359 

16258 

18253 

05 

150 

16451 

171.13 

14358 

18158 

18150 

18554 

174.70 

184.06 

Belgium {261 - 

230.70 

05 

21335 

17854 

20150 

19750 

0.7 

354 

22070 

212.70 

178.45 

20054 

196.17 

24154 

204.30 

207.76 

Brail |Z8) 

337.48 

-0.1 

21052 

183.78 

20754 

483.97 

-03 

131 

237.60 

22058 

165.40 

20855 

483.90 

24733 

14959 

15547 

Canada {VM) .— 

— 19258 

0-2 

17857 

149.33 

16087 

182.75 

05 

1.91 

192.55 

17957 

15034 

18854 

102.17 

203.31 

154.12 

15659 

Denmark (32) — 

— 38354 

-05 

335.78 

281.11 

317.00 

318.87 

-0 A 

1.S2 

364.03 

33056 

284.05 

31932 

31830 

37088 

201.78 

29338 

Finland pa.— 

256.29 

25 

23651 

19854 

22450 

27051 

1.6 

1.63 

25053 

232.53 

19559 

21935 

285.95 

268.56 

174.47 

185.31 

France (B1| „ 

__.31B.51 

1/4 

20158 

180.11 

19134 

194 79 

1.3 

2.72 

216.43 

20035 

168.09 

10851 

1923B 

225.82 

188.94 

18746 

Germany (59) 

188.46 

1.1 

183.48 

153.50 

17359 

173.69 

05 

155 

19831 

182/18 

153.10 

17256 

172.06 

20553 

16447 

174.04 

Hong Kong (69) 

._._*65.67 

□5 

42132 

35254 

39a 79 

453.27 

05 

351 

45452 

422.53 

35450 

30039 

45186 

51448 

40755 

434.13 

Indonesia (27). 

229.05 

-1.1 

211.73 

17738 

200.48 

337.94 

-1.1 

1.58 

231.51 

21031 

ISO 84 

20351 

341.64 

- 

_ 

- 

Ireland (ifi) - 

323.96 

05 

29946 

250.71 

28352 

29037 

05 

338 

32153 

29086 

25073 

281.77 

28952 

343.35 

26830 

28003 

tody (50) 

84.67 

□5 

7837 

6552 

74.10 

108.61 

0.6 

2.10 

6354 

78.07 

85.50 

7351 

10S59 

9032 

7051 

7354 

Jsfwn f«ao) 

118.50 

1.B 

107.69 

00.16 

10158 

90.16 

1.0 

057 

114.40 

10039 

8938 

10031 

8036 

164.68 

109.10 

15040 

Malaysia (107) 

— 820.03 

-13 

573.15 

47954 

54253 

501.00 

-13 

157 

627.76 
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46053 
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59854 

66055 

512.47 

552.16 
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Motherland fiq)_ 

—342. M 

2.4 

31852 

26534 

29955 

29833 

2.1 

2.61 

334.79 

31156 

26133 

20358 

290.11 

357.18 

27958 

284.77 

New Zealand (14) 

8451 

1.4 

78.12 

65.40 

73.96 

84.64 

1.0 

451 

8353 

77.40 

85.02 

7357 

6358 

95.60 

7554 

8357 

Norway (41) 

—3O550 

1.6 

28250 

23854 

28737 

277.02 

as 

231 

300.45 

27042 

234/13 

283.48 

275.53 

32133 

236.10 

238.00 

PhBppinea (22) 

194.82 

-0.7 

180.09 

15a 77 

17050 

255.77 

-05 

0.88 

19011 

18259 

15352 

17157 

25758 

- 

- 

- 

Singapore H3) 

383.75 

-1.4 

354.74 

20658 

3355S 

25551 

-15 

158 

380.33 

36259 

303.79 

34140 

25962 

449.15 

37138 

44450 

South Africa (■«) 

.... -30090 

0.1 

33351 

27950 

315.85 

34039 

05 

2.40 

360.86 

335.42 

281.41 

31028 

34939 

38936 

301.48 

385.48 

Spain (35) 

210.84 

0.1 

19450 

163.17 

18452 

22853 

05 

2.78 

21053 

19550 

18455 

184.70 

22042 

228.18 

18052 

170.54 

Sweden (49). 

423.28 

1.7 

393.13 

320.12 

37230 

470.70 

13 

2.17 

410.11 

38085 

32654 

38063 

47350 

448.64 

33454 

345.63 

Switzerland (3B) 

251 .60 

0.8 

232.58 

194.71 

220.19 

22B-49 

13 

159 

260.13 

232.63 

195.17 

210.34 

23432 

257.68 

22058 

24082 

Thattand (44) 

7937 

05 

7338 

8155 

8958 

7954 

05 

454 

7935 

73.71 

6154 

69.50 

7055 

187.79 

7358 

17747 

United Kingdom (212). 

-...27022 

0.6 

252.56 

211,44 

239.11 

25256 

-ai 

3.80 

271.72 

252.71 

21252 

23837 

252.71 

28650 

22855 

23050 

USA (854) 

-.518.34 

0.1 

29437 

24858 

27&.BD 

31854 

ai 

150 

317.91 

295.68 

24008 

278.77 

317.91 

331.54 

254.79 

265.03 


291.42 

0.1 

26859 

22553 

256.04 

24557 

0.1 

158 

29152 

27055 

22758 

265.10 

245.02 

30345 

233.00 

241.78 

Europe (727) 

24027 

1.0 

222.10 

18554 

21037 

222.17 

0.7 

2.77 

23754 

22139 

165.88 

203.65 

22071 

24097 

204.71 

20083 

Nordic (150) 

—369.84 

1.5 

34157 

28831 

32357 

35759 

05 

251 

38450 

33851 

28436 

31945 

35432 

3BS55 

28854 

29458 

Pacific Basin (872) 

—135.90 

15 

12552 

106.17 

11853 

104.17 

a.7 

159 

13430 

124.81 

104.71 

117.88 

103.48 

17751 

131.50 

18439 

Euro-P«cffle (1599) 

—170.37 

1.1 

16651 

13852 

15658 

148.71 

0.7 

2.18 

177.42 

185.00 

13043 

1SS.58 

147.73 

19151 

178.79 

18151 

North America (780) — 

310.71 

0.1 

28732 

240.48 

27152 

31055 

0.1 

1.80 

31037 

28066 

242.10 

27258 

309.81 

323.89 

248.86 

25839 

Europe Ex. UK £15).— 

—21654 

13 

20053 

18759 

16956 

20053 

1.1 

2.16 

21453 

198.33 

16734 

18754 

10081 

22357 

185.66 

18856 

Pacific Ex. japan (3S2). 

299.09 

-05 

278.47 

231.48 

201.75 

259.06 

-05 
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263.17 
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291.04 
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183.06 

13 
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as 
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05 

20457 

17151 

10356 

106.63 

04 
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22038 

20457 

171.80 

103.16 

195.77 

22050 

1B956 

20635 

World Ex Japan (1986). 

—282.16 

0.4 

26051 

21856 

24853 

27250 

03 

234 

281. 09 

281.42 

21953 

24049 

271.55 

292.72 

233.10 

24055 
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A 1 per cent fell In Karachi came as a relief to many 
investors who had predicted larger losses following Fri- 
day's announcement that a standby loan agreement with 
the IMF had ended prematurely, writes Fafhan Bokhan. 
The KSE-XOO index tost 16.00 to 1,576.75. Analysts said the 
market was encouraged that Mr Nawaz Sharif, the prime 
minister, would announce economic reforms later this 
week, which might help to restore relations with the IMF, 


Investment portfolio weigh- 
ing for its investors in 
Taiwan stocks to 4 per cent 
from an original 6 per cent. 

BANGKOK gained L7 per 
cent in thin turnover after 
foreign investors bought sev- 
eral large-capitalisation 
banking issues late in the 
day. The SET index closed 
11.75 higher at 713B5 in turn- 
over of Btl.9bn. However, 
brokers said an earlier gov- 
ernment smnnnneemtm t that 
the Thai current account 
deficit was to narrow 
sharply, to 6.9 per cent of 


gross domestic product this 
year from 8.2 per cent in 
1996, had failed to Kft market 
sentiment 

HONG KONG rebounded 
2.1 per cent with property 
stocks, in particular, notch- 
ing up strong gains follow- 
ing their recent weakness. 
The Hang Seng index surged 
259.84 to 12,749.14 but turn- 
over dipped to HK$8Ji9m. 

Analysts noted that the 
renewed demand for prop- 
erty Issues came only after a 
15 to 20 per cent consolida- 
tion from the sector’s peaks. 


Sun Hung Kai Properties 
jumped HK$3J50 to HK$85.75 
anti Henderson tjuuT added 
HK$3 to HK$67. 

Hongkong Telecom fell 45 
cents to HK$I&95 after run- 
ning up 2.9 per cent last 
week on speculation that a 
nhmsse investor would take 
a stake in the company. 

SINGAPORE picked up 1.3 
per cent on bargain-hunting 
after eight consecutive days 
of declines 

The Straits Times Industri- 
als Index, which had lost 100 
points since M»w*h n, ended 
25.92 higher at 2,094.40, 
largely reflecting renewed 
optimism over the local 
pr o perly market. 

SEOUL was lower on 
renewed worries about the 
economic fallout from the 
Hanbo Steel srandai and a 
report that the go v ernme n t 
would go ahrati with a plan 


to list the state-run Korea 
Telecom in the first half of 
thin year. 

The composite index 
ended 5.87 lower at 617.26 
and, after the market dosed, 
the finance ministry said 
that it would not press 
ahead with the Telecom list- 
ing unlaws market conditions 
improved. 

DHAKA came under 
renewed pre ss ur e, t umblin g 
7 per cent as selling pressure 
mounted after reports that a 
government inquiry might 
implicate big market partici- 
pants in alleged manipula- 
tion of share prices during 
the bull run in October and 
November last year. 

The all share index lost 
8BJ2 at 1,153-52. The index 
lost 27 per cent m Saturday 
but trading was suspended 
on Sunday because of an 
opposition Jed general strike. 
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LONRHO'S AGM ON WEDNESDAY 26 MARCH 1997 

Some Questions 
for the Board of Lonrho Pic 

FROM R. W. ROWLAND 

• It is only weeks since the 1996 results were announced. 
Why are we now given a profits warning for 1997 of up 
to a 33% reduction? Is cash flow fhe reason why Lonrho 
Sugar is up for sale? 

• Wouldn't all shareholders be better off if they received 
direct shares in a floated sugar company? What would 
the loss of centrepiece Lonrho Sugar mean to the success 
of the promised 'Lonrho Africa' flotation? 

• Does Sir John Craven, in his dual capacity as chainnaii 
elect of Lonrho and as the chairman of Deutsche Morgan 
Grenfell (Lonrho' s merchant bank advisor), 
professionally consider the demerger strategy viable, 
given the company's current debt/equity ratio? 

• Lonrho's accounts for 1996 show unprovided deferred - 
tax liabilities of £130 million. What implications do they 
have for any of Lonrho's hoped for demergers? . 

• The attempt to float the hotels has failed. What is the 
effective net damage to shareholder value from the 
Metropole sale? Is it MINUS £157 million? 

• We lost money on Metropole. Princess Hotels, we were 
told, would reap £350 million. Will the board confirm 
that figure rather than the £269 million disclosed in the 
Financial Times (22.3.97) interview with Mr Morrell? 

Will there be further erosion of shareholder value? 

• Two years ago De La Rue firmly offered £50 million for 
Lonrho's printing company, Harrison. Could the board 
explain how they negotiated down to £2 million? * 

• Is the policy behind the recent chain of events to sell 
anything at any price, to create a debt-free mining 

company under the control of, Anglo-American? 


25 MARCH 1997 
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